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The Trade Crisis of the Early 1620's and 
English Economic Thought 


I 


HE export crisis of the early 1620's, the causes of which formed the 

subject of an earlier paper,” was without doubt one of the most 
widely discussed topics of the day. It figured largely in the Parlia- 
mentary debates of 1621 and 1624; it gave rise to much official inquiry 
and unofficial documentary discussion; and it produced a number of 
books which, though published as frank /ivres de circonstance, have 
come down to us as representative of the economic views of the 
period in general. A careful reconsideration of these works in the 
light of the immediate circumstances that prompted them would help 
to explain the peculiarity of some of the arguments put forward, and 
would be a valuable essay on the origins of Mercantilist concepts. The 
aim of the present paper is to select two particular topics which illus- 
trate how close the connection was between the discussion of imme- 
diate issues and what passes for more abstract Mercantilist “theory.” 


II 


Many contemporary observers explained the trade crisis in terms 
of some defect of the mechanism of foreign exchange alleged to have 
resulted in an artificially low rate. In this respect the crisis does not 
differ from some of its less well-known predecessors, but on this 
occasion the contrary view—that the low exchange rate was the result, 
not the cause, of the unbalanced state of trade—was urged cogently 
and explicitly by one of the most clear-sighted of early Mercantilists, 
Thomas Mun. It is generally realized that a considerable part of his 


1J, D. Gould, “The Trade Depression of the Early 1620's,” Economic History Review, 
Second Series, Vol. VII, No. 1 (1954), 81-90. 
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magnum opus, England’s Treasure by Forraign Trade, was devoted 
to a point-by-point refutation of the arguments of Malynes and his 
school. It is not so widely appreciated that it was during the trade 
depression of the 1620's, and in the course of a controversy as to its 
causes carried on with Malynes and others before the Privy Council, 
that Mun was first induced to commit his views to paper. The course 
of this interesting controversy can be traced in some detail in a number 
of memoranda in the Public Record Office and British Museum collec- 
tions, but it must suffice here to draw attention to two passages only. 

Mun’s general argument was, of course, that the low level of Eng- 
land’s exchanges was, not the cause, but the result, of the adverse 
balance of trade. Further, the export of money, complained of as being 
due to the machinations of astute foreign bankers, was in its turn 
caused by a fall of the rate of exchange below the specie export point. 
In the course of this controversy Mun formulated his argument in 
the following concise and lucid sentences: 





To those particular places of our forraigne Trade, from whence wee receave 
a greater valew in wares then is exported unto them in our Comodities here is 
alwaies plenty of money to bee delyvered by Exchange. 

When here is plentie of money to bee delyvered by Exchange for any par- 
ticular place there our moneys bee undervalued in Exchange. 

Where our moneys are undervalued in Exchange to those particular places 
are our moneys exported.” 


The paper from which we have just quoted is one of considerable 
importance in the history of economic thought, for it proves how cen- 
tral this trade depression was to the advances in economic analysis 
which we associate with Mun. After the passage quoted, the paper 
goes on to consider the probable effects of a strict adherence to the 
par rate of exchange between all countries. Here Mun makes some 
extremely interesting remarks regarding the effect of price changes 
in international trade, and these will be considered later on. Further, 
the same paper—and even more notably, another dated three weeks 
later, continuing the same line of inquiry, and clearly representing, 


2 British Museum (==BM), Add. MSS. 34,324, fos. 177-78. Several other documents in this 
volume are relevant to this section of the article. It is justifiable to infer from the pains which 
the Council took to obtain other views on Malynes’ arguments, that they took these arguments 
seriously. The report originating this discussion was referred to by Malynes in The Centre 
of the Circle of Commerce (London, 1623), whence it appears that those associated with him 
in this controversy included Lord Mandeville, Sir Robert Cotton, Sir Ralph Maddison, J. Wil- 
liams (the King’s Goldsmith) and W. Sanderson (a prominent Merchant Adventurer). Malynes, 
therefore, did not lack influential support for his views, and I am by no means convinced that 
they were quite so foolish as they appear in the light of classical economic theory. 
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as it were, the next stages in Mun’s reflections—contain whole passages 
later incorporated verbatim in England’s Treasure. To one who has 
studied the trade depression of the 1620’s in detail, and particularly, 
the part played by Mun in the controversies it aroused, it is clear that 
a very substantial part of England’s Treasure represents simply the 
fruits of reflection on the events and discussion of those years.’ This 
alone ought to assure the crisis a memorable place in the history of 
economic thought. 

Before leaving this topic, however, one further point deserves men- 
tion. There is no doubt that in the worst period of the depression, 
the London rate on foreign centers, particularly Amsterdam, did fall 
to a level considerably below par, and probably, indeed, well below 
the normal specie export point. The explanation is that this period 
witnessed one of the many attempts to tighten up the enforcement 
of the laws prohibiting the export of specie. Though the events of 
the early 1620's caused these efforts to be redoubled, they were brought 
about in the first instance not by an over-all export of specie due to 
an adverse balance of payments, but by the export of silver occasioned 
by the very high mint ratio adopted in England in 1611.* The result 
was that while no doubt the prohibition did not prove completely 
effective, the dangers and expense of transporting bullion became for 
a time considerably greater. The specie export point therefore fell 
further below par than usual, and permitted the exchanges, under the 
influence of the adverse balance of payments, to sink to an abnormally 
low level. There can be no doubt that it was these circumstances that 
gave rise to the particularly vehement outcry against the machinations 
of exchange-dealers which characterized these years. The point of 
most immediate interest here is that the significance of the attempt 
to make the laws against the export of specie more effective did not 
pass unnoticed. One of the memoranda in which Mun and his ad- 
herents sought to counter Malynes’ arguments points out that 


since the late example made in the Starr chamber upon the exporters of Coyne, 
the quantities of monye delivered by exchange, have bene greater then formerly 
when the same was used to be more freely exported, & this increase of mony 
hath made the rate of the exchange, to be lower than it was wont to be.® 


3 This has been clearly shown in a recent article by B. E. Supple, “Thomas Mun and the 
Commercial Crisis, 1623,” Bulletin of the Institute of Historical Research, Vol. XXVII, No. 75 
(May 1954). 

4]. D. Gould, “The Royal Mint in the Early Seventeenth Century,” Economic History Review, 
Second Series, Vol. V, No. 2 (1952), 241-42. 

5 BM Add. MSS. 34,324, fo. 155. 
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One wonders whether Mun—if, as seems probable, it was he who 
wrote this sentence—made the point tongue in cheek; for in so far 
as the Council still entertained an irrational fear of a low exchange 
rate, the argument could be taken as strengthening his plea for the 
free export of bullion. 





Ill 


In addition to evoking these important contributions to the theory 
of foreign exchange, the trade depression of the early 1620’s had a less 
direct, but in some ways more fundamental, importance for the theory 
of international trade. This affords a striking illustration of the way 
in which the elements of Mercantilist thought gestated in the womb 
of changing economic circumstance. We should note, however, that 
the validity of the argument of the present section does not rest on 
the accuracy of the analysis of the causes of the trade depression put 
forward in my earlier paper. If the explanation of the crisis in terms 
of comparative international prices be correct, the following argument 
gains something, perhaps, in interest; its truth or falsehood, however, 
rests on other grounds. The essential starting point is that the trade 
depression was in fact explained, rightly or wrongly, on the ground 
that English cloth was too dear. This mere fact compelled economic 
thinkers to re-examine their ideas as to the significance of price in 
international trade, and it is just this rethinking with which we are 
here concerned. 

The easiest method of approaching the argument is to start from 
the well-known proposition used by Hume and his classical successors 
to discredit Mercantilist belief in the possibility of maintaining, over 
a long period, a favorable balance of trade. This proposition has been 
comprehensively, if not euphoniously, described as “the self-regulating 
mechanism of specie distribution.” If any country, the argument ran, 
enjoyed for some time a favorable balance of payments, the resultant 
inflow of bullion would raise prices there (and depress them in the 
countries from which the bullion came), thus discouraging exports 
and encouraging imports. The balance of payments would thus become 
unfavorable, and the bullion would flow back again until equilibrium 
was restored at a new level. 

We are not primarily concerned with the merits of this theory in 
general, but it is pertinent to cast some doubts on its validity as applied 
to the early modern period. It ignored, first, the possibility that an 
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inflow of bullion would have some effect on average velocity of circula- 
tion. By no means all of the bullion, for example, which flowed in 
such vast quantities to the East to buy spices, found its way into active 
circulation. Had it done so, the consequences might well have been 
a rise of prices in the spice-producing lands which would have altered 
considerably the pattern of consumption of our seventeenth-century 
forebears. More particularly, it was assumed that the volume of transac- 
tions of the country receiving the influx of bullion remained unchanged. 
This is precisely what did not happen in the case of the country whose 
success in attracting bullion it was the aim of the English Mercantilists 
to emulate. The Dutch contrived, in the very period in which they 
were regarded as the whirlpool into which the bullion of all nations 
was sucked, to maintain a stable or even falling level of prices. Finally, 
the proposition ignored the elasticities both of supply and of demand 
of the commodities entering into international trade. We should re- 
member that in the early modern period international trade was re- 
stricted to a relatively small number of commodities; that if the demand 
for these was not always inelastic, the supply very frequently was; 
and that demand could be, and often was, severely affected by such 
extraneous factors as sumptuary laws. The ceteris paribus conditions 
in which Hume’s proposition would have been a valid criticism of 
Mercantilist aims did not exist, and it is not therefore surprising that 
empirical evidence has not in fact been forthcoming to support the 
theory. In these circumstances, it is time that writers on the history of 
economic thought stopped using this proposition as though it were in 
itself a sufficient proof of the futility of Mercantilist trade policy.® 

The proposition has, nevertheless, an attractive and logical simplicity, 
and students of Mercantilism have been at some pains to discover why 
sixteenth- and seventeenth-century thinkers were not tempted to adopt 
this position themselves. Some have answered that it was because the 
quantity theory of money was itself unknown, or not sufficiently well- 
known, at this period. J. W. Angell, for example, has explained in this 
way the failure both of Malynes and of Mun to arrive at the proposi- 


6 That it is still, however, so used, readers of R. de Roover’s study of Sir Thomas Gresham 
will be aware. It is interesting to note that Adam Smith, in his painstaking rebuttal of Mer- 
cantilist trade policy, did not himself use this particular argument against it. It may also 
be noted that a few years ago, a group of leading economists expressed doubts as to “whether, 
even in the heyday of the international gold standard, induced movements in relative price-levels 
had any major regulatory influence on the balances of international transactions.” National 
and International Measures for Full Employment, United Nations, 1949. All this does not, 
of course, at all mean that Mercantilist trade policy cannot be justifiably attacked on other 
grounds. 
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tion.” This view cannot be accepted. It is true that in the early seven- 
teenth century the quantity theory was not formulated in any very 
precise way, and that there was in general a keener awareness of the 
significance of changes in the volume of money than of changes in 
the volume of transactions. As it was on the side of money, however, 
that the most startling changes in the recent past had taken place, 
this is scarcely remarkable. Mun showed his familiarity with the con- 
cept in a famous passage to be discussed shortly—and incidentally 
claimed that “all men doe consent” to it. Again, some members of the 
House of Commons in 1621 tended to ascribe the low price of grain 
to the shortage of silver, rather than to a run of abundant harvests, 
though in fact the second was in all probability the more important 
cause of the two.’ Another writer ascribed the widespread fall of prices 
early in that decade to shortage of money.’® These instances could be 
multiplied almost indefinitely. 

To what, then, can the failure to grasp the self-regulating mechanism 
be ascribed? Jacob Viner, in his important study of pre-Smithian 
theories of foreign trade,” argues that to arrive at the principle four 
steps are logically necessary. It must be agreed first that volumes of 
exports and imports depend upon relative prices in different countries, 
and secondly that international balances are paid in specie. Thirdly, 





the quantity theory of money must be accepted. The final step is the 
integration of these three propositions into the realization that any 
change disturbing the balance of payments would work itself out along 
these lines: (a) redistribution of bullion; (b) readjustment of prices; 
(c) readjustment of volumes of imports and exports to new position 
of equilibrium. There is, of course, no doubt that Viner is correct 


TJ. W. Angell, The Theory of International Prices (Cambridge: Harvard University Press, 
1926), pp. 13-15. The part of Professor Angell’s book dealing with this period is, unfortu- 
nately, of limited usefulness. He was content to rely entirely on published works, and had 
apparently read only one of Malynes’ books, and neither of Misselden’s. The work of 
Chi-Yuen Wu, An Outline of International Price Theories (London, 1939), is much more 
valuable, and indeed displays a real penetration in its insistence on the importance of those 
few years in the history of economic thought. Dr. Wu was not, however, concerned to 
show how the reorientation of economic thought originated in changing economic circum- 
stances, and he is content to use the self-regulating principle to disparage the constructions 
of Malynes and of Mun. 

8T. Mun, England’s Treasure by Forraign Trade (London, 1664), pp. 43-44. 

® For example, Mr. Brooke on 8th March, 1621: “that the Cheapness of Corn now, not so 
much the Plenty of Corn, as the Scarceness of Money,” Journals of the House of Commons, 
I, 544-45. Several others made similar observations. 

10 Public Record Office, London (=PRO), S.P. 15/42/96. 

11J. Viner, “English Theories of Foreign Trade before Adam Smith,” Journal of Political 
Economy, Vol. XXXVIII (1930). See esp. pp. 419 ff. 
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when he says that the second of these propositions was agreed to by 
all Mercantilists, being, indeed, an integral part of their own doctrines. 
Further, we have seen that the quantity theory, though not enunciated 
in any refined way, was so recognized as to make it impossible to 
explain on this ground the Mercantilists’ failure to grasp the principle. 
We are, therefore, driven back upon one of two possibilities: either 
the first of Viner’s propositions was not held, or the final integration 
was not forthcoming. Viner himself accepts the second of these alterna- 
tives; he claims that the first of his four steps was “accepted by most 
Mercantilists, early and late, and explicitly rejected by none.” 

It may be doubted whether this is wholly correct. Though true, per- 
haps, in some cases, it seems probable that other thinkers had more 
positive reasons for refusing to accept the arguments used by Hume 
and his followers to attack the Mercantilist structure. Malynes, for 
example, certainly got so far as to realize that a prolonged adverse 
balance, by depleting the bullion stocks of a country, would lower 
prices relatively to those elsewhere. “Had he proceeded,” Viner says, 
“to consider the effect of these price-changes on the balance of trade 
and on the flow of specie, he would have presented a complete formula- 
tion of a full-cycle of the self-regulating mechanism. He proceeded, 
instead, to denunciation of the exchangers.” In other words, Viner 
attributed Malynes’ failure to grasp the principle to his inability to make 
the final integration, and claimed that it was his obsession with a 
particular hobbyhorse which caused his argument to go astray. 

Surely, the general tenor of that argument suggests the other alterna- 
tive? Malynes repeatedly stressed that the “overbalance,” as he called 
it (of imports over exports), arose from the fact that prices of im- 
ports were high relative to those of exports—rather than that England 
was not exporting enough by volume. In his most important book he 
claimed that within the past seventy years, prices abroad had risen 
faster than those at home, and that it was this which explained the 
imbalance of English trade. He went to some length to combat the 


12, F. Heckscher adopts the same view: Mercantilism (trans. London, 1935), II, 249-50, 
and so apparently does J. A. Schumpeter: History of Economic Analysis (New York, Oxford 
University Press, 1954). The latter work did not appear until after the writing of the present 
paper. Had it been available earlier, reference to the views of that great scholar would cer- 
tainly have been made in the text. Despite the difference of view just mentioned, the present 
writer is greatly encouraged by the similarity of some of Schumpeter’s judgments on this 
period to his own: see, for example, his sympathetic remarks on Malynes (pp. 344-45). Readers 
should note, however, that the chapter on “The ‘Mercantilist’ Literature” is apparently one 
which Schumpeter would have revised had he lived to complete the work (Editor’s Appendix, 
p. 1185). 
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view that “selling our home Commodities good cheap maketh a lively 
trade”—a view against which he found ammunition to hand in the 
circumstances of the trade depression then at its worst point—and stated 
emphatically that “the underselling of our Clothes will not make them 
more vendible.” He repeatedly gives the impression that he thought 
English exports, far from being too dear, were being sold too cheaply. 
Finally, a long passage in one of his earlier works can only be inter- 
preted as meaning that he thought the loss of bullion and fall of prices 
consequent on an adverse balance would have, not an equilibrating, 
but a snowball effect, since the fall of prices would make the balance 
not less, but more, adverse. In short, he assumed that the demand for 
English cloth was, in both directions, and within limits which, it is 
true, he never attempted to analyze, emphatically inelastic."* What, 
then, we have to ask in order to explain the peculiarities of Malynes’ 
system of thought is this: was there any justification for this basic 
assumption of inelastic demand? There are in fact important grounds 
for believing that it may have been true of at least the late sixteenth 
century, the period during which Malynes was actively engaged in 
trade, and the conditions of which are clearly reflected in his work. 

First, and perhaps most important, English prices, as we have noted 
elsewhere,’* tended during the first half-century of the price revolu- 
tion to lag behind those of most countries of Western Europe, and we 
must explain to some degree on this ground the relative scarcity of 
complaints during that period as to the price of English cloth, and 
also the frequent plea of the trading companies that their organizations 
served to keep export prices up. Secondly, we must remember that 
under the Tudors a very high proportion of English cloth was exported 
unfinished, the finishing processes being carried out by workers in vari- 
ous localities on the Continent. These finishing industries thus formed 
vested interests favoring stable imports of English cloth. Thirdly, 
thanks mainly, no doubt, to the wars that ravaged France and the Low 
Countries, English cloth enjoyed during this period a relative absence 
of competition. 

In the early seventeenth century circumstances were becoming less 





13 G. Malynes, Lex Mercatoria (3rd ed., London, 1686), p. 65; Maintenance of Free Trade 
(London, 1622), pp. 22 and 45-46; A Treatise of the Canker of England’s Commonwealth 
(London, 1601), pp. 11-12 and 53-55. Dr. Wu doubts whether Malynes’ assumption of an 
inelastic demand for exports was wholly consistent, but his view seems to me grounded on 
a misinterpretation. In any case, that assumption was clearly more fundamental to his system 
of thought than its opposite. In one passage, Malynes went some way to meet critics of his 
assumption (Treatise of the Canker, pp. 117-18). 

14J. D. Gould, “The Trade Depression of the Early 1620's,” loc. cit. 
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favorable from the English point of view under all of these headings. 
In the first place, English prices continued to rise, while on the Con- 
tinent the rise became less pronounced and in some places prices actu- 
ally fell° Further, as contemporaries never tired of bemoaning, con- 
tinental cloth industries developed apace, and thanks in part to the 
protective policy of the Low Countries, English production turned more 
and more from the staple unfinished broadcloth to the so-called “New 
Draperies.” The number of people dependent for their livelihood on 
regular imports of unfinished English cloth would therefore decline. 
In any case, the possibilities of substituting one sort of cloth for an- 
other, and cloth of one country for that of another, greatly increased. 
For all of these reasons, overseas buyers inevitably became more and 
more sensitive to price as a determinant of their purchases of English 
cloth. 

That we have hit on the right view of the peculiarities of Malynes’ 
system of thought is confirmed by two facts, first, that he himself was 
aware, and indeed strongly insisted, that the terms of trade had 
worsened for England—a valid and important point largely overlooked 
by his contemporaries—and secondly, that his assumption of inelastic 
demand was made, at any rate consciously, only in the case of Eng- 
land’s exports, not in that of her imports. If this interpretation is to 
hold, however, we must clearly face up to the problem: how was it 
that at a time, when, as we have seen, it was almost universally insisted 
that English cloth was too dear, so acute a thinker as Mun could yet 
fail to arrive at the self-regulating principle? 

Let us first note that Mun, though decidedly rejecting the assumption 
of inelastic demand, had not yet formed any definite views as to the 
precise relationship between price and quantity sold. In a manuscript 
“Note” on the exchanges, preserved at the British Museum, he expressed 
the fear that if imports became (say) 10 per cent cheaper, England 





15 Theoretically, of course, the general rise of prices would not have been incompatible with 
stable or even falling prices in the cloth industry, had the expansion of output in the latter 
been accompanied by a more than proportionate injection of capital and the adoption of 
more productive methods. In practice, though we should not underestimate the social and 
economic significance of the well-known capitalist figures of the industry, it would probably 
be true to say that the increase of output was achieved in the main by using more factors 
of production, and not by increasing productivity. It is doubtful whether the large-scale 
clothiers used in general more productive methods, except that possibly they achieved some 
extergal economies. There was of course at this period strong opposition, and it had Gov- 
ernment sympathy, to improved methods of a labor-saving character [see, for example, the 
outcry against a “‘newe devise of a loome for many peeces at once” (PRO S.P. 14/81/56 and 
14/121/155), and see F. J. Fisher, “London’s Export Trade in the Early Seventeenth Century,” 
Economic History Review, Second Series, Vol. III (1950), No. 3]. 
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might “very likely” spend “at least 20 per cent more in the quantity”; 
and conversely, if England tried to sell cloth 10 per cent dearer, she 
might “peradventure” lose (say) 40 per cent of the quantity."° The 
very tentative way in which these suppositions are formulated, and 
the fact that in incorporating passages of this document, as he later did, 
in England’s Treasure, Mun omitted these figures, suggest that he 
realized the lack of any convincing reasons for making such precise 
assumptions as to the relationship between price and quantity. But it 
is clear from this that the facts of contemporary economic life had 
forced him to abandon the belief that demand for English cloth was 
insensitive to price changes. Further, it is clear from a passage in 
England’s Treasure that he understood in a general way how the re- 
lationship between price and quantity could vary in the case of different 
commodities, and on what factors these variations might depend: 





upon the wares which they cannot want, nor yet be furnished thereof elsewhere, 
we may ... gain so much of the manufacture as we can, and also endeavour 
to sell them dear, so far forth as the high price cause not a less vent in the 
quantity. But the superfluity of our commodities which strangers use, and may 
also have the same from other Nations, or may abate their vent by the use of 
some such like wares from other places, and with little inconvenience; we must 
in this case strive to sell as cheap as possible we can, rather than to lose the 
utterance of such wares. 


He recognized in particular that foreigners would make their own 
cloth if English cloth was too dear, and therefore advocated in this 
case a policy of low prices, laying down that in general “it is vain to 
expect a greater revenue of our wares than their condition will afford.” 

Assuming, however, as he appears to have done, that the demand 
for England’s chief export was now much more sensitive to price 
changes, how was it that Mun was not tempted to adopt the self- 
regulating thesis? Has he not, indeed, arrived at it in the following 
well-known passage in England’s Treasure: 


shall this [that is, trying to keep a great store of money in the country] cause other 
Nations to spend more of our commodities than formerly they have done, 
whereby we might say that our trade is Quickned and Enlarged? no verily, it 
will produce no such good effect: but rather according to the alteration of times 
by their true causes wee may expect the contrary; for all men doe consent that 
plenty of mony in a Kingdom doth make the native commodities dearer, which 
as it is to the profit of some private men in their revenues, so is it directly against 
the benefit of the Publique in the quantity of the trade. 


16 BM Add. MSS, 34,324, fos. 171-72. 
17 Mun, England’s Treasure, pp. 17 ff. 
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Note that this passage does not state explicitly that a rise in prices 
such as he envisages would bring about an adverse balance, but the 
sense of the passage as a whole is certainly that it is vain to try to aim 
at a permanently favorable balance, save under one condition. That 
condition is indicated when he pointed the moral, adding that he 
was sure “it is a true lesson for all the land to observe, lest when wee 
have gained some store of money by trade, wee lose it again by 
not trading with our money” (italics mine).’* In other words, his 
argument is that a substantial inflow of bullion, by raising internal 
prices, would lead to a decline of exports (and ultimately, though this 
is not explicitly stated, to an outflow of bullion), anless the increased 
stock of bullion was used as liquid capital to finance a greater volume 
of trade (in which case, the implication is, the rise of prices need not 
occur). It seems then that Mun thought as far as the self-regulating 
principle, but that on the grounds just discussed he consciously rejected 
it. There seems to the present writer no doubt that for the period in 
question, at least, this concept is both theoretically sound and em- 
pirically supported. Is it surprising, however, that Mun should quite 
calmly have made what to us appears, perhaps, a bold theoretical leap? 
The answer is surely no: for how often did seventeenth-century ob- 
servers refer enviously to the success of the Dutch in attracting the 
gold and silver of all states to them—at a time when, as contemporaries 
were again perfectly aware, the Dutch level of prices was either stable 
or falling, a fact which in its turn was seen to explain in large part 
the commercial success which English writers, in particular, so wist- 
fully recognized. Had anyone in the early seventeenth century formu- 
lated a theory of specie equilibrium similar to that of Hume, he would 
have found the facts of contemporary Dutch economic development 
hard to square with it. No such empirical, and therefore no con- 
ceptual, difficulty stood in the way of Mun’s version. 

That the analysis put forward here is substantially correct seems to 
be corroborated by a change of emphasis as between the schools of 
Malynes and of Mun as to the chief function of money. No doubt most 
competent thinkers of the period, if pinned down, would have agreed 
on the two main aspects of money. With the older school, however, 
it was the measure of value rather than the medium of exchange func- 
tion on which most emphasis was placed. This harmonizes in an ob- 
vious way with their preoccupation with the exchanges. Malynes’ cen- 
tral contention was that money could not act as a reliable measure 


18 [bid., pp. 43-44. 
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of exchange in foreign trade if exchange manipulators drove rates from 
the true par and thus rendered different currencies incommensurable. 
The phrase repeatedly employed by this school to characterize the 
function of money was communis rerum mensura. 

With the newer school of thought, the exchanges were left to look 
after themselves, and attention was diverted to the balance of trade, 
and to the benefit which a positive balance could confer in furnishing 
an increased supply of liquid capital. Parallel with this change, we 
find the emphasis transferred from the “measure of value” to the 
“medium of exchange” aspect of money. Not all those who spoke 
of the effect of a greater store of money in quickening commercial 
activity had any precise views as to how this effect came about, but 
there was certainly a widespread emphasis on the necessity of a smooth 
and rapid circulation of money. The views of this school might be 
summed up in Bacon’s aphorism: “Money is like muck, not good except 
it be spread,” or as the author of a “proposal” in the State Papers put 
it, “the gathering togeather of a masse of mony makes a stoppe of 
trade till it bee dispersed againe.” *® The phrases most often used by 
such people to characterize money were that it was that “which driveth 
the wheel of trade about”; “the cause of the subjects employment it 
is the wheele that sette all on worke”; or as Misselden called it, “the 
vitall spirit of trade.” ”° 

The attempt to show how these interconnected ideas fared in the 
later seventeenth and early eighteenth centuries must await separate 
treatment; but it may be said here that the main interest of writers on 
economic affairs in these periods was concentrated on other topics. 
Not until the middle of the eighteenth century was the line of analysis 
hinted at, rather than developed, by Thomas Mun brought from its 
obscurity and consciously elaborated by certain French writers in an 
attempt to explain away the apparent paradox of Mercantilist mone- 
tary doctrines, and it was then too late to save the central theoretical 
edifice from collapse.” It is true that most of the elements of the 
complex of ideas we have been investigating were restated from time 
to time. Potter is remembered for his emphasis on the circulating 
medium aspect of money. Pollexfen, Child, and Davenant all stressed 
the need for low export prices; Petty, Davenant, and North were all 





19 PRO S.P. 16/44/38. 

20 PRO S.P. 16/155/53; BM Hargrave MSS. 321, fo. 38; Misselden, Free Trade; or, the 
Meanes to make trade florish (London, 1622), p. 28. 

21 Angell, Theory of International Prices, pp. 211 ff. 
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clear that there might be too much money in a country. Law argued 
that an expanding currency would create additional employment, an 
exportable surplus, and thus a more positive balance. But in general, 
immediate economic circumstances did not compel so close a degree 
of attention to the problem of international prices as the depression 
of the early 1620’s made imperative. 

It is, therefore, a matter of some interest to wonder what might 
have ensued had England’s Treasure been published when it was first 
written,” or had the fragmentary memoranda by the same writer, 
noticed in this article, been made public. For in the circumstances of 
those days, it is probable that attention would have been focused on 
quite a different aspect of Mun’s thought from that which has excited 
most comment in our own day. Mun’s famous work was published 
posthumously in support of the Restoration policy of freeing the export 
of bullion, and it is the part of the work advocating such freedom, 
and refuting one by one the bullionist policies which had held sway 
until the early modern period, that has been most noticed by modern 
commentators. Whatever may have been, however, the greatest in- 
fluence of his book on economic policy, Mun’s most suggestive con- 
tribution to the evolution of economic analysis lies in the arguments 
with which we have been concerned in the major part of this article. 
It is one of the most interesting, and not one of the least important, 
“might-have-beens” in the history of economic theory to wonder 
whether, had the whole of Mun’s arguments been made public at the 
time they were first formulated, the subsequent evolution of the theory 
of international trade and foreign exchange might have taken a quite 
different course. 

J. D. Goutp, University College of Leicester 


22 See “The Date of England’s Treasure by Forraign Trade,” pp. 160-61, this issue. 





The History of Guaranteed Wages 


and Employment* 


S INCE the first American guaranteed wage and employment plans 
were formulated more than sixty years ago, the concept of guar- 
antees has been championed by diverse economic institutions. This 
paper will analyze these successive attempts at establishing guarantees 
in the chronological order in which they have occurred—first, by 
business enterprise, secondly by various levels of government, and 
finally, by labor unions. 


The first guaranteed employment plan in American industry was 
precipitated in 1892 by a merger of several companies in the wallpaper 
industry, whose history revealed a marked pattern of seasonal fluctua- 
tions in output and employment. According to Bryce Stewart, a his- 
torian of unemployment benefits: 


The Union for some time had been considering how this extreme seasonality 
could be remedied. The industry was well organized and the formation of the 
National Wall Paper Company in 1892 made it possible for the union to present 
to one organization, controlling 50 to 75 per cent of the trade, its demands for 
reform. By 1894, as a result of economies effected by the so-called trust, the plants 
were closed down for a longer period than usual and before the machine printers 
and color mixers would go ahead on the next year’s work, they insisted on a 
guarantee of 11 months’ employment, with no increase in wages. The next year, 
they asked for the same terms, and, in 1896, for a guarantee of 12 months’ work. 
The same guarantee and a wage increase was given in 1897. ... The inde- 
pendents to a considerable extent followed the standards set by the “trust.” ? 


* This article is a revision and synthesis of three chapters of a doctoral dissertation written 
in 1954 at the University of Oregon, Guaranteed Wages and Employment and Their Role in 
Collective Bargaining. The author is indebted to Drs. Paul Kleinsorge, Robert Campbell, and 
H. T. Koplin for advice and criticism of the dissertation. 

1 Bryce M. Stewart, et al., Unemployment Benefits in the United States: The Plans and 
Their Setting (New York: Industrial Relations Counselors, Inc., 1930), p. 365. The guarantee 
in the wallpaper industry was subject to numerous modifications throughout the early years 
of the twentieth century and was discontinued in 1930. See U. S. Bureau of Labor Statistics, 
Guaranteed Wage Plans in the United States: A Report on the Extent and Nature of Guarantee 
Plans and the Experience of Selected Companies, Bulletin No. 925 (Washington, D.C.: Gov- 
ernment Printing Office, 1948), p. 3. 
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Two other guarantee plans are known to have originated in the 
1890's. Both of these arrangements involved the National Union of the 
United Brewery Workmen of the United States, and arose at about 
the same time, in the middle of the 1890’s, in New York and Philadel- 
phia. These three seem to have been the only guarantee plans, in the 
strict sense of providing yearly or approximately yearly employment 
or income, that existed before the turn of the century. In its 1948 survey, 
the Bureau of Labor Statistics had the following to say about subse- 
quent developments: 


Guarantee plans introduced during the early years of the twentieth century 
involved small establishments in which employers made oral commitments to 
all or some of their workers to provide them with year-round employment. A 
retail men’s furnishing store, starting in 1905, guaranteed permanent employees 
52 weeks of work at full weekly hours; a coffee-roasting establishment, in 1912, 
began to pay its production workers full weekly pay during slack season weeks; 
a poultry-cleaning establishment began, in the following year, to guarantee 52 
weeks of full time employment to permanent workers; . . .” 


Some confusion exists in the literature concerning these early twen- 
tieth-century arrangements. While the Bureau of Labor Statistics data 
indicated the existence of the small plans described therein, a study 
by Vernon E. Brink attributed to other companies the pioneer activity 
in establishing guarantees.*® Brink disclosed that the Dennison Manu- 
facturing Company began a guarantee in 1908 and Swift and Company 
in 1912. The difficulty, however, appears definitional and in terms of 
guarantee systems approaching annual dimensions, the B.L.S. findings 
seem more useful. 

There were no rapid developments in the field of guarantee agree- 
ments in the early years of this century. No two plans were introduced 
in the same year until 1920. Many of the compacts were applicable to 
only a few employees in small establishments and not all of these were 
on a formal, written basis. In 1917 a significant guarantee of income 
was made to the employees of the Columbia Conserve Company of 
Indianapolis, as part of a larger employment agreement.* Two years 
later, in 1919, the highly organized Cleveland garmentworkers de- 
manded a guaranteed wage, in exchange for a reduction in their stand- 
ard rate of pay, one of the few instances in which labor unions have 
been willing to accept wage decreases in exchange for insured income. 


2 Guaranteed Wage Plans in the United States, pp. 3-4. 
3 Vernon E. Brink, “Annual Wages for Plant Workers,” Commerce, March 1945, p. 20. 
4 Guaranteed Wage Plans in the United States, p. 4. 





136 Don A. Seastone 


Although the union was unsuccessful in its early attempts at a guarantee 
contract, it succeeded in 1921 in obtaining a contractual provision guar- 
anteeing twenty weeks of employment in each six-month period, later 
modified to forty-one weeks a year. An upper limit of management 
liability equal to ten per cent of payroll was eventually written into 
the agreement. Never popular with management, the guarantee was 
later criticized by union officials for its failure to protect outside em- 
ployees.” 

The Bureau of Labor Statistics reported continued guarantee activity 
during the 1920's: 





As was the case during the earlier two decades of the century, the occasional 
introduction of a less formal plan by small employers continued. A shoe retailer 
guaranteed and maintained year-round employment to 15 regular employees start- 
ing in 1923; a commercial machinery wholesaler guaranteed 52 full weeks’ pay 
a year to 2 service mechanics; beginning about 1924, a Michigan coal dealer guar- 


anteed weekly wages throughout the year to 7 employees regardless of pre- 
6 


vailing conditions; . . - 

While the introduction of plans in the 1920’s was not spectacular, 
some of the more extensive and durable plans were begun in that 
decade, including arrangements volunteered by the Crocker-McElwain 
and Procter and Gamble companies. Most famous was the latter, begun 
in 1923, which applied guaranteed employment to more persons than 
had previously been protected by a single guarantee. This project, and 
two similar systems promoted by the manufacturing firms of Hormel 
and Nunn-Bush, warrant special attention at this point. 

One of the distinguishing characteristics of the literature of guar- 
antees is the fact that it is largely descriptive, and that this description 
most often relates to the operation of these three systems. Perhaps this 
trio has achieved its literary prominence because the three plans repre- 
sent the most successful experiments yet made in the area of insured 
income, because they affected in 1946 about one seventh of all the em- 
ployees in manufacturing to whom guarantees applied, and because 
the management personnel of the three companies have become active 
proponents of the theory of guarantees. 

None of the plans is among the oldest of guarantee experiments, the 
Procter and Gamble operation being the only one of predepression 
origin. It was begun in 1923 and has operated without interruption. 
Hormel began its guarantee in 1931 on a limited scale, and Nunn-Bush 


5 Justice (International Ladies’ Garment Workers Union), September 1931, p. 4. 
6 Guaranteed Wage Plans in the United States, pp. 4-5. 
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followed in 1935. The last two plans have expanded continuously since 
their inception, while the Procter and Gamble experiment seems to 
have limited and restricted coverage through later amendments. 

Procter and Gamble guaranteed to those hourly paid employees who 
had been with the company for two years a minimum of forty-eight 
weeks of employment a year, or its time equivalent of income receipts. 
As stated most recently, it guarantees that none of the eligible employees 
shall be unemployed for more than four weeks during the contract 
year. During the depression of the thirties, the company inserted into 
the agreement an amendment which would allow it to reduce the 
weekly hours of employment to seventy-five per cent of the established 
work week, but this restriction has never been used. 

The next chronological development of what might be termed “the 
big three” of guaranteed wages and employment, the Hormel Com- 
pany’s “straight-time plan,” was begun on a modest scale in 1931 and 
extended throughout the depression years to cover virtually all Hormel 
production employees in various plants throughout the country, with 
employment concentrated in Austin, Minnesota. Like the Procter and 
Gamble plan, the responsibility for initiating the guarantee program 
began with management, but, unlike Procter and Gamble, Hormel 
management worked through labor unions to put the plan into effect. 
Hormel officials felt that a guarantee project could not become an effec- 
tive part of the employment machinery unless understood by the work- 
ers, and that established unions represented the optimum method of 
communicating that understanding to the employees. Accordingly, the 
guarantee has become an essential part of the trade agreement and 
cannot be abrogated by either party without ninety days’ notice prior 
to the end of the contract. Neither party has ever expressed an interest 
in eliminating the guarantee." 

The final member of this guarantee threesome was the Nunn-Bush 
Shoe Company of Milwaukee, Wisconsin, which in 1935 extended to 
certain classes of employees, determined largely by seniority, a guar- 
antee of a “continuous employment relationship” regardless of the 
amount of work available. This arrangement was combined with a 
share-the-production plan whereby employees received a constant per- 
centage of the wholesale value of the shoes they produced, usually 
about twenty per cent, figured on the basis of past labor cost.® 


7 George A. Hormel and Company, The Hormel Annual Wage, Wage Incentive and Joint 
Earnings Plan (Austin, Minnesota, 1943). 

8 Nunn-Bush Shoe Company, The Nunn-Bush Share the Production Plan (Milwaukee, Wis- 
consin, 1946). 
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In 1930, prior to the establishment of the Hormel and Nunn-Bush 
security devices, there were about thirty-six guarantee plans in the 
United States. Most of them, however, were small and unemployment 
compensation plans instituted by private companies were still the domi- 
nant, if inadequate, means of meeting the problem of income security. 

The decade of the 1930’s was crucial for the concept and practice 
of guarantees, and the plans which were in existence when the depres- 
sion began acquitted themselves well in the face of that debacle. As 
surprising as the ability of the old plans to weather the depression 
decade was the continuation of the upward trend in the number of 
employment and wage guarantees. From 1931 through 1935 the number 
of active plans nearly doubled, increasing from thirty-eight to sixty- 
eight in number. 

Table I affords an insight into the behavior of firms with guarantee 
commitments in situations of economic instability. One of the most 
interesting lessons that seem to be evident from Table I is the fact 
that the mortality rate of guarantees is little or no greater in depression 
than in relatively prosperous years. The implications of Table I are in 
marked contrast to the opinion of Dr. A. D. H. Kaplan: 


Even with such safeguards as were set up, there has been a high mortality 
among annual-wage plans. The National Industrial Conference Board found that 
of the annual-wage plans that were prominently featured in the lush 1920's, 
virtually none carried over into the late 1930’s. The Columbia Conserve Com- 
pany, a canning firm which was one of the earliest in the field with a wage plan 
dating back to 1917, had to make drastic modifications in 1933, and suspended 
operations in 1942. The depression of the early thirties contributed to the cur- 
tailment or abandonment of several annual-wage plans. The annual-wage agree- 
ment in the Cleveland garment industry was perhaps the most prominent of 
the depression casualties. The other notable industry group plan, that of the 
Wallpaper Association, likewise had its demise with the depression of the 
thirties... ° 


The Bureau of Labor Statistics, on the other hand, interprets differ- 
ently the effects of the depression on guarantee experience: 


In the remainder of the cases, discontinuance was largely the result of special 
individual circumstance, but on the whole the result of problems facing the 
individual employer. In a number of cases the general state of business condi- 
tions at the time the plans were discontinued was a minor influence.!® 


9A. D. H. Kaplan, The Guarantee of Annual Wages (Washington, D.C.: The Brookings 


Institution, 1947), Pp. 73-74. 
10 Guaranteed Wage Plans in the United States, p. 6. 
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The variation in these two presentations is too large to dismiss with- 
out some attempt at verification, one way or the other. Professor 
Kaplan’s study appeared after the B.L.S. data were presented and 
he does not dispute the findings of Table I in his analysis. It would 
seem that Table I represents the most accurate source for determining 
which of the different conclusions is more accurate, since it is a more 
comprehensive study than the one to which Mr. Kaplan refers. Accord- 
ing to the B.L.S. data, there were in 1930 at the beginning of the 


TABLE I 


NUMBER OF DISCONTINUED GUARANTEED WAGE OR EMPLOYMENT PLANS, BY 
YEAR OF DISCONTINUATION AND NUMBER OF YEARS OF 
EXISTENCE AT TIME OF DISCONTINUATION * 


Total NUMBER OF DISCONTINUED PLANS BY 

Year of Number NUMBER OF YEARS IN EXISTENCE 

Discon- Discon- I 2-4 5-9 10-14 15-24 25 Years 
tinuation tinued t Year Years Years Years Years and Over 
Total 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 


II 22 13 4 3 2 
I 


uw 
uw 


I 
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* Source: U. S. Bureau of Labor Statistics, Guaranteed Wage Plans in the United States, p. 7. 

+ There were in existence in 1945 about 196 guarantee plans according to the Bureau of 
Labor Statistics Study. This table of discontinuations excludes ninety-six plans established in 
1934 in Wisconsin as a result of special legislation in that state which gave employers with 
guarantees complete exemption from state unemployment compensation taxes. In response to 
this incentive the ninety-six plans were established but were discontinued one year later when 
the tax exemption was removed. In order to get a more accurate historical perspective, and to 
understand the current scope of guarantee plans, these ninety-six specialized plans have not 
been included in this study. 
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depression thirty-six guarantees in existence. During the decade 1930- 
1939 sixteen plans were discontinued, but seven of these discontinued 
plans had been initiated in that same decade. Therefore only nine of 
the thirty-six plans in existence at the beginning of the depression 
decade were discontinued in that period. It is by no means clear, more- 
over, that the sequence of causation even in the discontinuations pro- 
ceeded directly from depression conditions. The B.L.S. study reported: 


The wallpaper plan—one of the earliest begun—was discontinued in 1930, 
after a considerable amount of dispute over the plan’s administration, and in a 
period when depression and the rise of substitute materials were seriously affecting 
the industry.12 


In this instance there seem to have been at least three determinants 
of the discontinuation; poor industrial relations and a secular decline 
in the industry evidently shared importance with depression condi- 
tions. The B.L.S. bulletin continued: 


Finally, the plan of the Columbia Conserve Co., which had operated success- 
fully over a period of 25 years and through three periods of business depression, 
was abandoned as an aftermath of a labor dispute. Wages and union organization 
had arisen as issues among the employee owners, resulting in a National War 
Labor Board dispute case and a court suit. The employee-ownership feature of 
the plan was ended by court order as a result of the suit, and the management 
of the company simultaneously ended the guarantee. In this case, as in a number 
of other cases where plans were discontinued, management and union repre- 
sentatives expressed great interest in possible future attempts at guaranteeing 
employment or wages.” 


There is seemingly little evidence to suggest that the mortality rate 
of guarantees during depression has been significantly higher than 
at other times. This should occasion little surprise inasmuch as the 
overwhelming majority of guarantee projects has occurred in consumer 
nondurable goods industries, and in retail and wholesale commercial 
activities, all of which experience relatively modest cyclical fluctuations. 

Thus during the decade of the 1930’s the number of guarantees con- 
tinued to increase but in an unspectacular manner. In most instances 
the interest was expressed by management and introduced into busi- 
ness firms outside the collective bargaining process, although labor 
unions seldom resisted the installation of these mechanisms. 


11 [bid. 
12 [bid., p. 7. See also pp. 35-38. 
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II 


The next set of circumstances which was designed to strengthen the 
tendency toward guarantee adoption was the appearance of legislation 
granting privileges of some nature to guarantee companies. In 1934 
Wisconsin had become the first state to encourage guarantees,* and 
though the attempt was abortive, it foreshadowed federal legislation 
of a similar nature. The federal attempt to guarantee promotion was 
manifested in the Fair Labor Standards Act of 1938 which included 
in section seven on overtime an exemption from premium overtime 
payments if companies established bona fide guarantees. The exemp- 
tion was stated in section 7(b)(2) and allowed up to twelve hours 
a day and fifty-six hours a week without overtime premiums if a com- 
pany guaranteed a suitable annual wage or 2000 hours of employ- 
ment.” In the early statute the language was extremely rigid and was 
interpreted to mean that firms should guarantee no more and no less 
than 2000 hours in order to qualify for the exemption. The provision 
was modified shortly thereafter to allow 2080 hours of work, and was 
modified in the amendments of 1949 to permit more flexibility.” 

The results of the 7(b)(2) exemption have been disappointing to 
its protagonists, inasmuch as it was designed to encourage guarantees. 
Although the files of the Wage and Hour and Public Contracts Di- 
vision showed in 1947 that sixty-three companies had applied for the 
exemption, ’° this number is illusory, since it does not mean that sixty- 


13 See note, Table 1. 

14 Pub. No. 718, 75th Cong., 3d sess. (52 Stat. 1060), as amended by the Act of June 26, 
1940 (Pub. Res. No. 88, 76th Cong., 3d sess.); by Reorganization Plan No. 2 (60 Stat. 1095), 
effective July 16, 1946; by the Portal-to-Portal Act of 1947, approved May 14, 1947 (61 
Stat. 84); and by the Fair Labor Standards Amendments of 1949, approved October 26, 1949 
(Public Law 393, 81st Cong., 1st sess.). Amendments provided by the Fair Labor Standards 
Amendments of 1949 were effective as of January 25, 1950, as provided in section 16(a) 
thereof. These amendments leave the old law unchanged except as to provisions specifically 
amended and the addition of certain new provisions. 

15 The 1949 amendments allowed a guarantee of as little as forty-six weeks at the normal 
number of weekly hours, but the normal number of weekly hours can be no fewer than 
thirty. The absolute limit of employment was increased to 2,240 hours in a fifty-two week 
period, all hours over 2,080 to be remunerated at one and one-half times the regular rate 
of pay. If hours exceed 2,240 during the fifty-two week period, the whole year’s overtime 
must be recomputed on a straight forty-hour-a-week basis. 

16 U. §. Wage and Hour and Public Contracts Division, Summary Statement on Collective 
Bargaining Agreements Under Section 7(b)(2) from the Effective Date of the Fair Labor 
Standards Act to January 1, 1947 (unpublished research report), p. 2. These and other 
Wage and Hour and Public Contracts Division data were studied by the author while employed 
by that agency of the Labor Department in 1952-1953. He is particularly indebted to Max 
Schiferl, assistant director of research and statistics for that agency, for his co-operation and 
assistance in the study. 
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three companies had or had had guarantees. The current files also 
testify to the futility of the exemption. According to the Wage and 
Hour and Public Contracts Division there are still many contracts 
on file but most of them are five to ten years old, and the Division has 
little way of knowing how many of them are operative, even under 
the exemption. 


Ill 


The failure of the Fair Labor Standards Act to give impetus to the 
drive for guarantees did not, however, disturb the steady increase in 
the number of plans being introduced. But in order to analyze the 
progress of guarantee expansion after 1940 it is necessary to inquire 
into a determinant other than management and government attitudes 
toward that development. After 1940 the dynamic element became the 
aroused interest of labor unionism in this type of income security. 

Although the first employment guarantee in the United States seems 
to have stemmed from the demands of a labor organization,” the role 
of labor in the early history of guarantees appears to have been a minor 
one. In addition to the wallpaper plan, labor organizations accounted 
for the interest in the early brewery plans, in the Cleveland textile 
industry, and in selected other cases. This interest, however, was 
sporadic and did not reflect a major and continuing goal of trade 
unions. 

There is little in union literature before the Second World War that 
indicates an active interest, the American Federation of Labor and its 
national affiliates being largely unconcerned with the concept. Favor- 
able union statements, such as the following, appear to have been 
isolated: 


The introduction of a guaranteed period of employment in the industry is 
bound, in a like degree, to benefit the trade as a whole. It will produce a material 
change in the psychological attitude of the worker toward the industry, and, 
inasmuch as it will eliminate the catch-as-catch-can factor dominating employ- 
ment today, it will stimulate his concern that nothing he may do should tend 
to impair the larger interests of the trade upon which he and his family depend 
for a living.18 


The depression of the thirties did not stimulate immediate action 
by labor in the field of guarantees, due perhaps to the concentration 


17 See p. 134 above. 
18 Justice (International Ladies’ Garment Workers Union of America), April 24, 1925, p. 6. 
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of union economic power on demands for organizational concessions. 
Neither did the Congress of Industrial Organizations, upon its establish- 
ment in the middle of the decade, signal an immediate interest in the 
matter. Economic and political factors restricted union concern to the 
immediate problems of wage, hour, and organizational changes. 

The Bureau of Labor Statistics survey found that sixty per cent of 
the plans studied in detail at the time of the survey were initiated by 
management.” The same study discloses, however, that when the 
plan was begun after collective bargaining was established, slightly 
more than fifty per cent of the systems were stimulated by the union 
organization. This reflects the interest shown after 1941 when labor 
unions, confronted with a wage stabilization agency, sought National 
War Labor Board approval of guarantees when wage increases were 
deemed impossible. But it also reflects a more basic interest by labor 
in this form of security arrangement, articulated particularly by the 
newly formed Congress of Industrial Organizations. 

The relatively new and sympathetic union guarantee philosophy, 
increasingly aware of the problem of income insecurity and apprised 
of the many successful and sincere demonstrations of guaranteed wage 
and employment systems, reacted in 1943 against the traditional union 
distrust of the idea. The union distrust, born perhaps of a suspicion of 
entrepreneurial benevolence leading to company unions, was combined 
with a specific skepticism of the motives of voluntary management de- 
cisions to guarantee work and wages. Because some early guarantee 
proposals had been motivated by a desire to avoid unionism and to 
lower hourly rates, labor had responded with a general distrust of the 
plans as proposed by management. The new junta, however, repre- 
senting in most cases the rebel C.I.O., abandoned the old suspicions 
and proceeded to press for guarantee contracts. 

It is no accident that the great activity in the literature of wage and 
employment guarantees occurred shortly after the awakening of union 
interest. Union literature before 1943 for the most part was silent on 
the matter of guarantees, and management and popular periodicals 
awaited the lead of union journals in discussing the merits of the 
new concept. 

Late in 1943 the quest for security of income from employment emerged in a 
new form. This was the demand for annual wages or guaranteed employment 
made by large C.I.O. unions in dispute cases certified for settlement to the 
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National War Labor Board. Such demands were presented, for instance, in 
the following major cases decided by the WLB in 1944 and in 1945: Basic Steel, 
General Motors, General Electric, Westinghouse, Aluminum, Iron Ore, Steel 
Castings, Rubber and (in a different form) Meat Packing.?° 


Thus it was the still-young C.I.O. representing the workers in the 
durable goods industries that heralded labor’s interest in the concept 
of wage and employment guarantees. Articulate and propagandistic, 
the leaders of the C.I.O. were heard and read in the role of guarantee 
advocates. Their approach was first to dissipate the old unionist’s 
antagonism toward the idea, and then to broach the matter to a largely 
uninformed public. To Philip Murray fell the task of making guar- 
antees a respectable collective bargaining device. Following the endorse- 
ment by the C.I.O. Political Action Committee in 1944,” Murray 
prepared statements for union members,” management dissenters,” 
and the general public.* Much of this emphasis related to income 
redistribution and took the familiar underconsumptionist view of the 
causal sequence leading to the trade cycle: 


The war has destroyed a terrible enemy. Depression destroys our own people. 
We must prevent a downward plunge from full wartime employment into hard 
times. We must not forget that bad times have always returned—that good times 
have never lasted long. We must develop ways of mobilizing our nation for 
continuing prosperity. 

The guaranteed annual wage will help achieve this goal. If employers will 
agree to give labor regular work and pay, the whole community will benefit. 
When factories run full blast, farmers and storekeepers prosper. When plants 
and men are idle, farm prices fall and business loses. A floor under the income 
of wage-earners would mean a floor under the national income.?® 


As president of the C.I.O., Philip Murray assumed the active role 
in identifying his organization with a large-scale guarantee movement. 
His death, however, has not altered the course of the federation and 
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his successor, Walter Reuther, also has become a leading exponent 
of guarantees. As early as 1944 Reuther had the following to say in 
regard to a guarantee system: 





It would provide the workers with income to buy back the things they labor 
to produce. It would expand employment and job opportunities. It would reduce 
idle wealth and force money into constant circulation. It would stimulate the 
purchase and ultimate ownership of their homes by the workers. It would dimin- 
ish personal debt, prevent accumulations of surpluses of consumer goods and 
act as a safeguard against depression.” 


While analyzing the role of the C.I.O. in the introduction of guar- 
antees as a serious issue in industrial relations, it is also interesting to 
note the attitude of the other large federation toward the concept. 
Reluctant, perhaps, to attach considerable importance to a device pro- 
pounded so enthusiastically by its rival, the American Federation of 
Labor nevertheless has moved steadily away from the old antagonism. 
Indeed, the late William Green said that as early as 1934 he intro- 
duced a plan for a guaranteed wage in the auto industry which was 
declined not because it lacked merit, but because it was a union pro- 
posal.”” Although there has been no concerted drive by A.F. of L. 
national unions to implement Green’s approval of guarantee plans in 
a limited setting, it would be inaccurate to picture the guaranteed wage 
movement as a one-union, C.I.O. performance. In 1946, for example, 
there were thirty-six agreements between locals of A.F. of L. national 
unions and industry calling for a guaranteed wage or employment 
relationship.** As would be expected, there is a wide range of opinion 
in the national unions of both federations as to the efficacy of guar- 
antees in the limited industrial setting of a particular union; some 
labor organizations go beyond analysis of the firm and industry to 
consider the effects of guarantees upon macro-economic variables.” 

Among A.F. of L. labor unions which have established working 
guarantee agreements are locals from the following national unions: 
The International Union of Operating Engineers; the International 
Printing and Pressman’s and Assistant’s Union of North America; 
United Hatters, Cap and Millinery Workers International Union; In- 
ternational Association of Machinists; United Garment Workers of 
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America; and the International Brotherhood of Teamsters, Chauffeurs, 
Warehousemen and Helpers of America. 

Local unions of the following C.I.O. international affiliates have 
been active in affecting guarantee agreements: the International Fur 
and Leather Workers Union (expelled in the C.I.O. communist purge 
of 1949); the Amalgamated Clothing Workers of America; United 
Packinghouse Workers of America; United Retail, Wholesale and De- 
partment Store Employees of America; United Ice Cream Workers; ** 
and the United Auto Workers and United Steelworkers, whose im- 
portance within the framework of guarantees will be discussed below. 





IV 


The course of guarantees since the end of the war has been an 
unsteady one. While the Bureau of Labor Statistics data reflect the 
interest in guarantees as evidenced up to 1946, there is no such com- 
prehensive survey to indicate the trend of guarantees after 1946. The 
available data indicate that guarantee activity slowed down consider- 
ably after the war. As far as can be determined from a study of current 
Bureau of Labor Statistics studies and files, Wage and Hour and Public 
Contracts Division sources, and other literature on the subject, only a 
few plans were introduced between 1946 and 1952. An independent 
research agency reported in 1952: 


From 1947 until quite recently, during a time of high level employment and 
prosperity, the unions concentrated on the more immediately pressing problems 
of increasing wage rates and securing health, welfare and pension plans. The 
question of guaranteed annual wage lay practically dormant. But a few limited 
plans were negotiated from time to time, such as that guaranteeing fifty weeks 
of work per year to employees with ten or more years of service (Metal Mould- 
ings Company, Detroit and UAW-CIO, 1948) and that guaranteeing 1700 hours 
of work to all employees (Revere Sugar Company and UPW-CIO, 1952).3? 


The activity which took place in the postwar years was largely 
literary and was spearheaded by C.I.O. unions, especially the United 
Automobile Workers, the United Steelworkers, and the United Pack- 
inghouse Workers. The convention proceedings of these organizations 
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often carried resolutions directing union research staffs to a continued 
effort in behalf of deriving guarantee formulas. 

In the spring of 1952, while most collective bargaining negotiators were 
apparently little concerned with the concept of guarantees, the United 
Steelworkers presented to the Wage Stabilization Board an extensive 
brief demanding a guaranteed annual wage.* The brief was prepared 
by Murray Latimer, who had been the research director for the study 
prepared by the Office of War Mobilization and Reconversion in 1947.™* 

The 1952 proposals of the steelworkers reflected a maturing attitude 
by organized labor in its treatment of guarantees as a possible means 
of attaining income security.» Whereas the union guarantee demands 
of the 1940’s were unrealistic suggestions that would have guaranteed 
to workers one hundred per cent of their anticipated annual income 
with little concern for the costs and liabilities accruing to the guarantee 
companies, the 1952 steelworker demands modified the proposals of 
the earlier period. Rather the 1952 U.S.W. brief included a series of 
reflective proposals, apparently designed to accomplish a guarantee 
system conceived to be within the powers of management to grant. 

Specifically, the wartime demands of the U.S.W. and other C.L.O. 
unions included no restrictions on the liabilities of companies under the 
guarantee, no restrictions on employee coverage, no system of public 
support to guarantee systems, and virtually no meaningful limitations 
on the number of annual hours guaranteed. The 1952 statement, on 
the other hand, included limitations on the number of employees to 
whom the guarantee would be applicable; it limited the number of 
hours to which the guarantee would apply; it proposed limitations 
on company liability; it attempted to provide an actuarially sound 
system of financing the guarantee payments; and, perhaps most im- 
portant, it proposed a system of cost limitation by encouraging a system 
of co-ordination between guarantee plans and state unemployment 
insurance funds, whereby some of the guarantee obligations might 
be assumed by state agencies. 

The 1952 proposals retained, however, in the opinion of the union 
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leaders, a substantial degree of economic security for those workers 
covered by the proposed guarantee, estimated by union authorities 
as seventy-five to eighty per cent of a full year’s pay. 

Perhaps the importance of the new sophistication reflected in the 
U.S.W. statement lies in the fact that it was the first union attempt to 
secure a substantial degree of income security for wage earners, while 
at the same time seeking useful methods of incorporating this goal 
into the profit-motivated ownership pattern of business firms. The 
United Auto Workers under the capable leadership of guarantee- 
conscious Walter Reuther also seem to have adopted the “new look” 
guarantee philosophy. In the March 1953 convention of the U.A.W., 
guaranteed annual wages were declared to be the next major bargain- 
ing goal of the auto workers, and a resolution was adopted which 
outlined the essential characteristics of the proposals of the U.A.W. will 
make in future bargaining negotiations.*° Many of the details of the 
recommendations which outline the area of limitations sanctioned by 
the auto workers seem similar to the steelworker formula. 

Amid these guarantee declarations by the two largest C.I.O. national 
unions, there was introduced in 1953 a new element in labor’s demand 
for guarantee recognition. The labor organization was Local 688 of 
the International Brotherhood of Teamsters, Chauffeurs, Warehouse- 
men and Helpers of America-A.F. of L. St. Louis Local 688 by August 
1953 had written twenty guarantee agreements with local firms and 
had notified other employer bargaining agents that guarantees had 
become the local pattern for teamster bargaining units.*” Unlike the 
suggestions of the large C.I.O. national unions, the teamster agree- 
ments included virtually no limitations on company liability under 
the five-year guarantee contracts.* 


V 


In the review of the sixty-year history of guaranteed wages and employ- 
ment, three outstanding periods of development lend themselves most 
usefully to analysis. The first period which encompassed the years from 
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the first guarantee formulation in the middle of the 18g0’s to the 
middle of the 1930’s was characterized by a series of voluntary manage- 
ment decisions to guarantee to workers some semblance of an annual 
wage. The business firms and wage earners affected by these experi- 
ments in income security constituted an infinitesimal proportion of 
the industrial and commercial community. The high-water mark of 
this guarantee voluntarism was attained by the three companies most 
frequently associated with guarantee development—Procter and 
Gamble, Hormel, and Nunn-Bush. With the realization of these three 
plans, the initial impetus to guarantee adoption by management seems 
to have exhausted itself, and unilaterally determined guarantees seem 
to have little significance for future developments. 

The second period of guarantee development found federal and 
state governments attempting to promote this pattern of security 
through specific legislative enactments. The initial action was taken 
by Wisconsin in 1934, and in the Fair Labor Standards Act of 1938 
the Federal Government sought to continue the practice of granting 
cost privileges to companies which included guarantee arrangements 
in employment contracts. These attempts at government encourage- 
ment of guarantee adoption have seemingly added little incentive to 
guarantee establishment, although it is by no means certain that gov- 
ernment operations in the future in the form of co-ordinating private 
unemployment disbursements with public unemployment compensa- 
tion payments may not become the crucial element in guarantee ex- 
pansion. 

The third period of development was a product of the war years, 
and added the element that had been missing in previous attempts 
to establish this variety of income security—the enthusiastic support 
of large segments of organized labor. The first years of this period were 
characterized by a series of union demands for guarantees which re- 
fused to allow or simply ignored the concept of limitations to guarantee 
agreements. But as the union agitation for guarantees increased in the 
post-Korean bargaining framework, so did the maturity and sophis- 
tication of union proposals in the area. All this has crystallized into 
a series of current guarantee proposals by two of the largest interna- 
tional unions in the country, proposals that indicate the current con- 
cern of labor organizations with security attainment within the frame- 
work of profit-motivated business enterprise. Seemingly, this last de- 
velopment had added the component whose absence has previously 
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tended to restrict the growth of guaranteed wages and employment— 
labor union interest. As a result the collective bargaining stage may 
be set for yet a fourth period of growth in wage and employment 


guarantees. 
Don A. Szastone, Bates College 





The Farmers’ Attitude Toward British 
Investment in American Industry 


HE flurry of British investment in American manufacturing indus- 

try from 1887 to 1891 was viewed with alarm, particularly in the 
West. At this time the farmer was preoccupied with the economic 
power of monopolistic industries and trusts, and so the British investor 
became deeply involved in this phase of the agrarian battle. In the 
past, capital from the United Kingdom had entered industrial con- 
cerns, chiefly railroads, without wresting the management out of 
American hands.’ More recently British investors had been building 
up and controlling their own enterprises in the West. Now, well- 
established and profitable American businesses were bought and di- 
rected from Britain. The farmer regarded this unaccustomed interest 
in American industrials either as a step toward the formation of 
great monopolies, or, even worse, as part of an imperialistic design 
conceived by London bankers to enslave the American people. 

By 1887 supplies of capital in Britain were greater than ever, but 
“normal” investment opportunities had become less profitable.” Nego- 
tiations began for the conversion of American breweries into publicly 
financed companies and flotation of their securities in London. The 
first transaction of this kind was completed in July 1888, and more 
followed until, within a year, at least fifteen of these American brew- 
ing companies had been formed, chiefly in the East, and had raised 
their capital in England.* British capital shortly became interested in, 
among other industries, the manufacture of iron, steel, boilers, watches, 
gas, quicksilver, leather, cheese, salt, flour, and patent medicines, and 
the operation of grain elevators and street railways.‘ A relatively high 
proportion of these interests was located in the West. 
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The amounts of capital employed were fairly large. Western news- 
papers declared that in the half year up to August 1889, some $200 
million had been invested by Britons in American industrial concerns. 
Capitalization was usually excessive, helping to swell the press esti- 
mates of the resources of the English “syndicates” alleged to be buy- 
ing up American property.” One of these was said to command a capi- 
tal of $125 million.® The assertion that $31 million had been invested in 
breweries alone was an exaggeration, for though the capitalization of 
the several firms may have approximated that figure, only part of 
it was subscribed.” The Handbook of Facts and Alliance Information 
gave to the farmers apparently reasonable estimates of the level of 
foreign investment in railroads, breweries, mortgages, and industry. 
The latter was put at $500 million.* To farmers this seemed menace 
enough and the future prospect of bigger investments prompted state- 
ments that half of American industry was in British hands. Such hyper- 
boles gained currency and were sufficiently veracious to give point to 
jokes about the purchasing activities of English capitalists.° 

Irritation, not jocularity, was a more typical reaction. British in- 
vestors had become enamored of the profits of American business at 
one of the peaks of the fight against corporate monopoly and this 
aspect added acerbity to the controversy. The manner of promotion 
gave color to the accusation that these investments were managed and 
controlled by a small ring of financiers, for the same names appeared 
in the directorates of several promoting companies.’” Some sort of 
central initiative was necessary before individual Britons would invest 
in American businesses. Either a purely British company had to be 
formed under English law, and the stock offered in Britain, or the 
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promoters would take an option on the American property, form a 
company, and issue its stock in England." Americans and British, 
enemies and supporters of monopoly, agreed, however, that British 
investment in American industries was intended and expected to have 
a monopolistic effect. 

That syndicates impelled by these designs existed was denied.” Yet 
such protestations sounded hollow, and reputable financial papers on 
both sides of the Atlantic ignored them. After all, when the Pillsbury- 
Washburn Flour Mills Company, Limited, was formed in England 
in 1889, it included three Pillsbury mills, two Washburn mills, two 
water-power companies, an elevator company, control over the Saint 
Anthony Falls, large terminal elevator capacity, and a number of 
country elevators in Minnesota and North Dakota. This constituted 
the largest milling company in the world, and, as such, was at least 
a regional quasi-monopoly.’* The British investment in brewing took 
place at a time when consolidation was going on, and probably hastened 
this process.'* So overcapitalized were many of these enterprises when 
they were reorganized and offered in the United Kingdom, that only 
the hope of achieving a monopolistic advantage could induce belief 
in their ability to pay. 

According to the British Consul at Philadelphia in 1887, British capi- 
tal in the brewing trade meant to operate “the baneful system known 
as ‘Trust’; that is to say, control of the market, enhancement of prices, 
and dictation to consumers.” ** Two years later the New York corre- 
spondent of the Economist traced the history and types of English 
investment in America, and described American reactions to each sort. 
He perceived a particular aversion to the apparently insatiable appetite 
for American industrial enterprises, the effects of which resembled the 
hateful trust movement. It struck at the roots of attempts to democra- 
tize American economic society with profit-sharing schemes and in- 
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dustrial co-operation.’"* The same assumption as to the monopolistic 
motives of these capitalists was made by their radical countrymen. The 
Fabian, William Clarke, writing to Henry Demarest Lloyd, enquired 
for the exact figures of the capital involved, and made the reference 
to Washington and independence that came more naturally from 
American lips.” 

Perhaps more damaging and convincing were the comments of 
those friendly to monopoly. Some promoters pointed out the profits 
of such a situation as they tried to sell their wares.** Erastus Wiman 
writing on “British Capital and American Industries” in the North 
American Review, welcomed these investments, largely on the very 
grounds that they sought monopoly, and would smooth the path to 
its triumph in the United States. Convinced of the mutual benefit of 
these trans-Atlantic business arrangements, he looked forward to the 
time when British investment would reach the rate of $1 million a 
day, and to the culmination when England would control half of 
American industry and absorb its dividends. With curious wrong- 
headedness, Wiman recalled the Boston Tea Party, and yet was able 
to conclude, after commenting on the desirability of amity between 
the two nations, that “nothing will contribute more certainly to this 
harmony than the mutuality of interests which is certain to be created 
by the investment of British capital in American industrial enter- 
prises.” 7° 

A casual acquaintance with Western opinion would have convinced 
him of his error. There were few doubts that British investments 
strengthened the trust movement and aimed to do so. The Congres- 
sional debates of the mid-eighties arising from the agitation against 
the alien occupation and ownership of real property in the territories 
had already linked the evils of corporations and trusts with “English 
capitalists” and “English monopolists.” They were regarded as inimical 
to the common man and to democracy. In Congress a Representative 
from Colorado asked, “Are we the servile and supple tools of alien 
capitalists?” °° Farmers’ organizations in Iowa as early as 1884 were 
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tracing the connections between evil men in the government, cor- 
porate monopolies, and alien land syndicates.” Local conditions rein- 
forced this agitation. In Colorado, for instance, large English irriga- 
tion interests were abused in 1887 as water monopolists, and this 
problem exercised the State Grange for several years.” In Texas, alien 
land monopolies were denounced in the same breath with the rail- 
roads, cotton-bagging trusts, and meat-packing rings.”* As the currency 
question came to the fore, the indictment of English capitalists and 
investors became more subtle. General Weaver, and the Union Labor 
Clubs in Iowa, saw the influence of Lombard Street on New York 
financial circles through such men as Levi P. Morton, the “London 
and Wall Street banker.” Their instruments were monopolistic cor- 
porations. This alliance of Eastern rich men with English wealth was 
a more sinister repetition of the alignment of 1776.” 

The flow of British capital into American industry deepened these 
forebodings. The object of this unholy alliance was to put “shackles” 
on the American people, to reduce them to slavery, just as Britain 
enslaved other parts of the world. The reinvestment in American in- 
dustry by the English of the alleged $250 million of “tribute” mulcted 
annually from investments in the United States would mean that in 
ten years “masses of our people will become interest paying toilers for 
the aristocracy of the old world.” ® In 1890 the Michigan State Grange 
admitted that the reinvestment of this interest and dividends prevented 
a debilitating outflow of money. However, it warned that eventually 
both the capital and greater volumes of dividends must be paid, in- 
flicting a further contraction of the currency, and pressing farm prices 
down. The new purchases of cheese factories, flour mills, and elevators 
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would enforce this reduction through monopolistic power. The influ- 
ence of these foreign corporations on domestic legislatures and their 
successful establishment of an aristocracy would rivet the chains upon 
Americans.”* What was needed, according to an Iowa paper, was 
not more English capital, but a greater volume of currency, for less 
foreign capital meant the exaction of less “tribute.” And, it was 
argued, this very contraction of the currency, for which Britain was 
largely to blame, enabled her to carry out these vast investments. A 
further refinement had it that not only would Britain secure her 
food supply cheaply but, by keeping up the prices of American manu- 
factured goods, she would prevent American competition with British 
industry.” Similar arguments were re-echoed in Congress when de- 
bates were in progress on attempts by the Western mining interests 
to liberalize the law of 1887 that limited alien real property rights in 
the territories. Representatives of Michigan and Indiana pointed out 
the current English investments in American industrial enterprises and 
claimed that tribute from, and control over, Americans was the aim. 
The alleged corrupting influence of English investors on the manage- 
ment of American railroads was adduced to suggest the power that 
might be exercised over American governments by the widening 
British interests in American industry.” | 

Specific instances of such investment sustained these apprehensions 
in the West. It was feared in Minneapolis that the new Pillsbury com- 
pany would engross more properties there, and the public was pleased 
when it failed to expand. Later, the farmers attacked it for its control 
of a string of country elevators, and in Kansas the threat of a British 
grain monopoly—“a corner on American bread”—was used to whip 
up hatred of “British Gold.” *° Even in Colorado, where British invest- 
ment, at least in mines, was welcomed, a similar interpretation was 
put upon events. Breweries were held to be particularly attractive 
to English investors because that trade lent itself to monopoly, for 
which Englishmen had a natural penchant. “An Englishman likes 
to fix his own price on the article that he buys, and to do the same 


26 Congressional Record, XX1 (April 16, 1890), 3439, 3441-42. 

27 Iowa Tribune, January 29, 1890; Girard Herald, January 26, 1889; Western Herald, July 
26, 1890. 

28 Congressional Record, XX1 (April 16, 1890), 3439, 3441-42. 

29Kuhlmann, Flour Milling Industry, pp. 135, 147. Girard Herald, August 3, 1889. A 
report from Salt Lake City later told of British plans to take over all flour mills in Utah 
and southern Idaho at a cost of $2 million. “. . . it is proposed to monopolise the production 
of flour in this inter-mountain country.”—The United States Miller (Milwaukee), January 1892. 
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on the article he sells.” *° The Alliance seized upon such cases and 
arguments to condemn British industrial investment. The National 
Economist, the organ of the farmers’ movement, scornfully traversed 
the innocent protestations of the head of the Michigan Salt Trust, 
who was negotiating with the English salt combine. Later, it argued 
that these investments yielded control to Englishmen not only directly 
over American work-people and businesses, but also over social con- 
ditions. The main theme of a polemic published by the Alliance re- 
peated that the sole purpose of these investments was to exact a vast 
“tribute” from American workers.” 

Western anxiety remained acute even after this movement of British 
capital into American industry had stopped after 1890. Rumors that 
an “English syndicate” contemplated the purchase of all American 
type foundries caused newspaper editors to fear that they would be 
at “the mercy of those cutthroats for every line we print.” One good 
reason, it was held in Minnesota, for supporting Representative Oates 
of Alabama and his perennial bill against alien real property-owning 
in the states, was that it would stop the formation of these foreign 
industrial trusts. State granges, grown old in the fight against monop- 
oly, continued to grapple with this newer enemy, for whose extinction 
they petitioned Congress. Kansas was sensitive to the British threat, 
and her newspapers asserted even in 1892 that “these capitalists are 
forming trusts here, purchasing large industries, and thus, step by 
step you are gradually becoming slaves to the European powers [con- 
sequently] those noble revolutionary sires will weep.” Representative 
Anderson of Kansas had similar convictions at Washington, and com- 
plained that America had sufficient scoundrels and trusts of her own.” 

These arguments were too valuable to be relinquished quickly by 
the leaders of the radical farmers. In 1893 it was said that the English 
“tribute” from America in the previous year was $727 million—a 
gross exaggeration that reinforced the warning that the United States 


30 Field and Farm, September 7, 1889. This paper was usually relatively friendly to Britain 
and British ways. 

31 The National Economist, 1 (May 11, 1889), 127; (June 29, 1889), 229; Handbook of 
Facts and Alliance Information, p. 65. 

32 St. Paul Globe, June 2, 1890; Western Herald, January 16, 1892; Congressional Record, 
XXI (February 7, 1890), p. 1135; Girard Herald, June 22, 1889. “. .. there are enough 
Americans to own America and enough American capital to develop American industries, 


and . . . while we have a flag emblazoning in the fullest sense the principle of ‘Liberty’ our 
flag and the country it floats over are good enough for Americans, and for American capital 
and . . . Americans propose to hold this country.”—Congressional Record, XX1 (April 16, 


1890), 3442-43. 
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was fast becoming a British dependency. As the currency question 
loomed larger, “Coin” Harvey suggested that the appreciation of gold, 
engineered by Lombard and Wall Streets, meant that $400 million worth 
of property was sacrificed annually to pay the nominal $200 million 
of interest in gold to Britain. To smear the “gold bug” press in 1895, 
Harvey and Ignatius Donnelly asserted that it had been bought by 
British interests along with Congress, the Land Office, banks, breweries, 
railroads, and mills.** In Colorado, as the election of 1896 approached, 
the Rocky Mountain News argued that British control over the finan- 
cial affairs of the nation enabled it to subordinate Western development 
to the extraction of profits from Eastern manufactures and land deal- 
ing. It concluded on November 9g that the defeat of Bryan spelled the 
victory of British domination and of the trusts.*° These fears died with 
Populism, however. Already amendments to various state laws restrict- 
ing alien property rights had been approved, and very shortly Western 
mining agitation modified the federal act of 1887 so as to allow foreign 
investment in territorial mines.*® 

In England, the popularity of American manufacturing industries 
as a field for investment had long since died away. There were excep- 
tions—English interests controlled the production of American sewing 
cotton in 1900—but the situation became such that the Economist 
was constrained to remark on the relative absence of British money 
in American industrial stocks. The crisis at the end of 1890 affected 
this as it affected all British capital exports.*” Just as important was the 
failure of the hopes excited by the promoters. It had early been warned 
that absentee ownership and management were a great drawback in 
industries that required close supervision. The attempt to retain the 
services of the original owners was not likely to be a successful policy; 
Pillsbury was less efficient as a manager than as an entrepreneur: the 


33 Western Herald, May 5, July 7, 1893. A recent estimate puts the British investment in the 
United States at $1,500 million in 1885 and at $2,625 million in 1899. If the yield was 5% 
per cent, it would approximate $83 million and $144 million in these respective years.—A. K. 
Cairncross, Home and Foreign Investment, 1870-1913 (Cambridge: The University Press, 
1953), pp. 183, 185. 

34.W. H. Harvey, Coin’s Financial School (Chicago: Coin Publishing Company, 1894), pp. 
11, 89; Ignatius Donnelly, The American People’s Money (Chicago: Laird and Lee, 1895), 
pp. 136, 163. 

35 Rocky Mountain News, October 15, November 9, 1896. 

36 The Statutes at Large of the United States of America, XXIX, 618-19. Congressional 
Record, XXIX (December 10, 1896), 77-81; (January 11 and 12, 1897), 702, 725. 

37 Industrial Commission Reports, 1900-1902, Trusts and Industrial Combinations; Second 
Report (57th Cong., rst Sess., House Doc. No. 182), XIII, 354-63; The Economist, LXVII 
(December 19, 1908), 1170-71; The Bankers’ Magazine, XLV (December 1890), 411. 
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company paid dividends on the common stock in only two of the first 
eight years and was even less successful in later years.** Breweries were 
so burdened with watered stock and the excessive prices paid to their 
vendors that the flow of dividends ceased. British investors could not 
be induced to part with their cash in the same way again.” 

In assessing the realities of the situation caused by the English invest- 
ment in American industrial stocks it is well to remember that the 
trust movement was pre-eminently an American phenomenon. It started 
earlier and reached more gigantic proportions in the United States 
than in any other country. It gave rise to more literature and agitation 
in America than it did anywhere else. It was a problem long before 
and long after British investors attempted to board the band wagon. 
In the Minneapolis flour milling industry there had been strong efforts 
to effect consolidation from 1884.*° The progress in the formation of 
trusts in the United States should have been a warning to forward- 
looking men in other countries who feared not only native movements 
in their lands, where capitalists were but tyros in the arts of rings 
and combines, but also aggressive invasion by American trusts.** 

The hate and fear inspired in Western farmers by British invest- 
ments in American manufacturing industry were perhaps extravagant, 
for this ephemeral activity was speculative, and lacked, by itself, the 
significance attributed to it both by its friends and its detractors. The 
spirit of speculation and get-rich-quick does not erect imperial edifices. 
However, industrial investment was added to British interests in land 
and railroads that already vitally concerned American farmers. The 
new investment assisted the combination of anti-British prejudice with 
antagonism to Eastern wealth and with deep-seated apprehensions 
about concentrated economic power. It was an important part of the 
many economic, social, and political data woven together by the farm- 
ers’ leaders to reveal to their followers the reasons for their plight and 
where the guilt lay. 





Rocer V. Ciements, Manchester University 


38 The Statist, XXII (July 28, 1888), 101; The Bankers’ Magazine, XLIV (August, 1889), 
85; Dictionary of American Biography, XIV, 605; Kuhlmann, Flour Milling Industry, p. 171. 

39 The Statist, XXIII (June 29, 1889), 749; XXVI (September 20, 1890), 333-34; The 
Economist, LII (March 3, 1894), 391; (July 28, 1894), 919. 

40 Kuhlmann, Flour Milling Industry, pp. 135-36. 

41 See cartoon in H. U. Faulkner, The Quest for Social Justice (New York: Macmillan, 1931), 
facing page 36; H. M. Pelling, The Origins of the Labour Party (London: Macmillan, 1954), 
Pp. 79, 81, 207-9. 





Note 


THE DATE OF ENGLAND’S TREASURE BY 
FORRAIGN TRADE 


Modern writers have usually dated the composition of Mun’s work about 
the period 1630-1635. My article (pages 121-33 above) establishes that much 
of the argument was the outcome of the trade crisis of 1620-1624, and the 
quotations and references there given prove that some of the most important 
sections of the work were first written, though probably not as part of a book, 
during that period.’ In addition, there are four pieces of internal evidence 
which help to date the complete work with some certainty.? 

(a) On pp. 135-36 (references are to the 1664 edition), Mun refers to the 
method by which the Spanish Government transmitted silver to its armies 
and administrators in the Low Countries. Until 1630, the greater part of 
the metal had been shipped to Genoa, where the Spaniards bought bills of 
exchange on the Low Countries. The service was one from which the port 
probably derived a considerable revenue. In 1630, however, advantage was 
taken of the conclusion of peace with Spain to divert this service and its 
rewards to England. The silver was now to come first to an English port, 
whence part of it, at least, was to be carried to the Tower Mint in return 
for bills of exchange on the Low Countries.2? Now Mun was persona grata 
in official circles; he had been a member of several important committees in 
the preceding decade, and he clearly had a lively interest in current political 
and economic problems. It is therefore unlikely that he would not have 
known of this new arrangement, and equally unlikely, that had he known 
of it, he would not have mentioned it in this context. This therefore sug- 
gests that the book was completed by 1630. 

(b) On pp. 141-42 Mun refers to an attempt to create a monopoly of the 
exchange of foreign coins and bullion. It is clear that this refers to the 
grant to the Earl of Holland of the position of Royal Exchanger, made 
public in a proclamation of 25 May, 1627.4 According to an anonymous 


1 See note 3 in my article. 

2It is interesting to examine with some care Mun’s views on the foreign exchanges and 
the balance of trade as given in his early work, A Discourse of Trade (London, 1621), pp. 
37 ff. The arguments there resemble those of the so-called “bullionist’” school, rather than 
those later employed by Mun himself in 1623-24 and in England’s Treasure. Except in so far 
as we are prepared to regard the earlier arguments—formulated in an avowedly tendentious 
work—as sophistical, the difference between the two provides a measure of the progress of 
Mun’s thought on these matters during the period of the trade crisis. 

3 A. E. Feavearyear, The Pound Sterling (Oxford, 1931), pp. 82-83. 

4R. Steele, Tudor and Stuart Proclamations 1485-1714 (Oxford, 1910), Vol. I, no. 1512; 
Rymer and Sanderson, Foedera, Conventiones, Litterae (London, 1704-35), Vol. XVIII, pp. 
806 ff. 

160 





England’s Treasure by Forraign Trade 161 





pamphlet published in 1628 in support of this scheme,” the proposal to 
revive this office was first made in the early summer of 1626. Letters Patent 
granting it to the Earl were drawn up in December of that year, but in the 
following months lively protests were made by the Goldsmiths Company 
and other interested parties. The decision to go on with this scheme was 
taken by the King in Council on 25 April, 1627; the Proclamation followed 
a month later, and new Letters Patent on 12 October.® Opposition to the 
scheme continued, however, and the Patent was debated by the House of 
Commons on 23 June, 1628, and declared a grievance.’ The way in which 
Mun’s reference is phrased gives some reason to believe that the writing 
of this passage antedates this debate in the Commons; he writes of being 
“credibly informed” of the matter: not perhaps the phrase most likely to 
come to mind had the Commons already made considerable noise about 
the Patent and declared it a grievance. The phrase is indeed one rather 
unlikely to have been used at any date later than the Proclamation of May 
1627, though this is by no means conclusive. 

(c) On pp. 145-46 it is stated that the rate of interest was low “in regard 
there is a stop of trade in Spain and in France.” Trade with Spanish terri- 
tory was prohibited late in 1625, and with France, in 1626. Despite repeated 
prohibitions, some trade was certainly being carried on with both countries 
by 1628, and there is evidence that the prohibitions were no longer being 
taken seriously by 1629.8 This passage, therefore, not merely confirms that 
the book was not earlier than mid-1626 or later than late-1630,? but lends 
some support to the suggestion of (b) above that it was written in the first 
rather than the second half of this period. 

(d) On pp. 200-2 there is a passage which clearly refers to an arrange- 
ment between the Earl of Seaforth and the Dutch (who apparently bought 
the island from him) to make Lewis into a Dutch fishing station with a 
free port at Stornoway. A State Paper dated 30 November, 1629,’° shows 
that this project was under active discussion in May 1628, though it is 
probable that the origins of the scheme go a good deal further back. 

These four pieces of evidence are, therefore, mutually consistent, and 
suggest fairly conclusively that the book was written during the period mid- 
1626 to late-1630, with a distinct presumption in favor of the earlier half 
of this period. 

J. D. Gouin, University College of Leicester 


5 Cambium Regis (London, 1628), ch. 4. 

6 PRO C. 66/2440. 

7 Journals of the House of Commons, I, 917-18. 

8 See, for example, the dispatches of the Venetian Ambassador, PRO Cal.S.P.Ven, 1628-29, 
PP. 458-59; 527; 69. 

® Proclamation of the peace with Spain, and of resumption of trade, was made on 5 De- 
cember, 1630 (Steele, Proclamations, Vol. 1, no. 1628). 

10 PRO S.P. 16/152/63. 





Reviews of Books 


AGRICULTURE 


Sviluppo economico e ruolo dell’agricoltura. By Innocenzo Gasparini. Sassari: 
Edicioni Banca e Credito Agrario, 1953. Pp. xv, 290. Lire 1,500. 


For the student of cultural history, one of the most interesting phases of the 
world’s postwar concern for economically undeveloped areas is certainly the 
diffusion of ideas of economic growth to these regions. The volume before us 
is a case in point. Innocenzo Gasparini, instructor at the University of Sassari 
in Sardinia and for some time concerned with Sardinia agricultural problems, 
came to America on a Rockefeller grant to study the theory of economic growth 
and from the vantage point of Stanford University to investigate the agricultural 
success of California. The published result of his experience is, as we would 
expect, a combination of growth theory and of Californian agricultural history. 
Both are excellent syntheses of their subjects. 

In general, the author follows Joseph Schumpeter’s theory of growth as formu- 
lated in his publication of 1911. On the demand side, his interest is in the 
changing consumption patterns of the population and in the dynamics of pro- 
duction costs, technological advance, entrepreneurial leadership, investments, and 
effects of one stage of development upon the next. Using the Californian case as 
his exhibit of what is possible, the author shows that there is considerable elasticity 
in agricultural production and what can be done to augment it. He candidly 
indicates throughout that he has in the back of his mind what steps must be 
taken to effect growth in the agriculture of Sardinia and of Italy’s Mezzogiorno. 

This work is one of which both Italian and American scholarship can be proud. 
It is marked by one minor flaw, which is so usual that especial mention of it should 
be made, lack of careful proofreading of English words and names. 

SHEPARD B. CLoucu, Columbia University 


Management of Agriculture and Food in the German-Occupied and Other Areas 
of Fortress Europe: A Study in Military Government. By Karl Brandt in 
collaboration with Otto Schiller and Franz Ahlgrimm. (Food Research Insti- 
tute, “Germany’s Agricultural and Food Policies in World War II Series,” 
Vol. II.) Stanford: Stanford University Press, 1953. Pp. xxxiv, 707. $10.00. 


The Food Research Institute at Stanford University plans a series of some 
twenty volumes on aspects of food and agriculture in World War II. The work 
at hand is Volume II (published before Volume I, which will deal with the 
planned economy within Germany) of a study in a subseries on wartime agricul- 
tural management. When completed, this series should add greatly to our factual 
understanding of economic planning and performance, if the nature of the present 
unit is any indication of the quality of the whole. 

The author, Karl Brandt, secured the services of two highly qualified men as 
collaborators, both of whom participated in the events under consideration. These 
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two, in turn, enlisted the assistance of seven other German agricultural experts 
and administrators. The book is based, then, partly upon the experience and 
memory of these collaborators, but also upon certain documents that Mr. Brandt 
turned up here (Departments of State and Army and U. S. Office of Military 
Government for Germany) and in Germany (the document files collected in 
connection with the trial of R. Walter Darré, Nazi secretary of agriculture). 

The first section of the book deals with Poland and Russia (150 pages out of 
a total of 620). The second part treats Danubian Europe and Greece. Denmark 
and Norway receive 80 pages; Western and Southern Europe, 237 pages. A final 
section treats foreign agricultural contributions to Germany during World War 
II. There is a rich mine of appendices, tables, charts, and maps. Not the least 
value of this book is the great collection of statistical data regarding crops, yields, 
prices, and consumption. Each section and most of the subsections are equipped 
with “conclusions.” What over-all conclusions are offered appear in six and one- 
half pages of Mr. Brandt’s introduction; and this, it would seem, is as it should 
be. The experience of German agricultural administrators differed from place 
to place, depending upon the local military situation, upon Nazi attitudes toward 
particular peoples or groups, and upon the technological level of the place 
involved. 

Students of the economic history of World War II and those interested in 
the relations of more-advanced to less-advanced technologies would do well to 
become familiar with the data in this book. 





Davip J. BRANDENBURG, The American University 


American Farm Life. By Lowry Nelson. Cambridge: Harvard University Press, 

1954. Pp. viii, 192. $3.75. 

This latest number of the Library of Congress Series in American Civilization 
presents a brief statistical survey of rural population and institutions. The material 
is drawn from census reports supplemented by extension bulletins including the 
accompanying maps, charts, and tables. Citations are scant; three of the topics 
have none at all. 

The book is frankly intended for briefing interested urbanites and foreigners 
on the passing rural scene, and it may provide a convenient collection of facts 
for such readers. Unfortunately as a guide book it is incomplete and inaccurate. 
The brief discussion space, after the visual and statistical dominants are provided 
for, finds no place for fairs, the farm press, traveling libraries, regional extension 
schools, farm and home week at the agricultural college, rural health service, and 
state constabularies. 

In spite of the informational purpose, there are confusions and inadequacies. 
The term “family farm” is not defined nor is “agrarianism.” The “heritage” intro- 
duction fails to provide an understandable background and the governmental and 
political discussions essay impossible generalizations. Inaccuracies are evident in 
the treatment of the public lands, rural education, and the origins of American 
churches. The background and programs of farm organizations are inadequately 
treated. 

Whatever the factual availability of the book, it fails to meet, in any real sense, 
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the raison d’étre of the series, “to present American civilization at the midpoint 
of the century.” Whether we still have a distinct, indigenous rural society and how 
conduct and culture in an age of mass communication compare with the simple 
days of the lyceum and the chautauqua, no suggestion is ventured. At least an 
approach to the answer may be found rather in the sketchy but intimate observa- 
tions of reporters like Dos Passos, Gunther, Haystead, and Lord. 


Earte D. Ross, lowa State College 


Mortgage Lending Experience in Agriculture. By Lawrence A. Jones and David 
Durand. (National Bureau of Economic Research, Studies in Agricultural 
Finance, No. 1.) Princeton: Princeton University Press, 1954. Pp. xxii, 234. $5.00. 


This book is essentially a pair of monographs: Part I, “The Economic Geog- 
raphy of Farm Mortgage Distress,” by Lawrence A. Jones, and Part II, “Farm 
Mortgage Distress and Individual Farm Organization,” by David Durand. The 
time scope is the period from 1910 to 1945. 

In the history of farm mortgage distress the coincidence of timing often plays 
a crucial role. The boll weevil and low prices hit the old cotton South together, 
early in the 1920's. Either alone would have caused severe mortgage distress; 
coincidence in timing spelled catastrophe. Similar timing tricks plagued the 
Dakotas and Montana in the 1910-1920 decade. There a settlement boom coin- 
cided with the price boom of the First World War, distorting the true income 
potential and spelling disaster for the area in the day of reckoning that followed. 

Where settlement occurred prior to 1910, settlers had an opportunity to probe 
the physical limitations of the land before price relationships were disturbed by 
the war. This fact leads to a principal conclusion of Part I of this book: “Geo- 
graphical variations in mortgage experience were not so much due to productive 
limitations in areas of poor experience as to the fact that the productive limita- 
tions were not clearly recognized” (p. 141). 

Part II rests primarily on an analysis of research studies made by various states 
and the Bureau of Agricultural Economics between 1930 and 1945. An interesting 
conclusion is that recent technological advances have favored the better farming 
areas. Farms with fewer natural barriers to production have in an impressive 
number of cases been better able to adopt modern technology than have the poorer 
farms or the smaller operators. This has widened the income spread between 
good and poor farms, with a consequent widening of their debt-repaying capacity. 

These facts lead to an examination of the problem of land valuation, and to 
some speculation regarding the possible reasons why poor lands appear to be 
consistently over-priced. These pages afford some of the most stimulating reading 
in the book. 

It is unfortunate that the authors were unable to carry their study beyond 
World War II. For example, the interested reader must go elsewhere to learn 
whether or not insurance companies and the federal land banks made net losses 
or gains on the sales of their repossessed farms. 

The discussion of two problems could have been expanded with profit. The 
first is the increasingly complex farm land valuation problem resulting from 
increases in the relative value of buildings. This trend renders obsolete previous 
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conceptions of a proper valuation basis for mortgage lending; in many cases it 
may dominate the future appraisal and valuation problem of mortgage loan 
agencies. 

A second problem is the high and inflexible level of farm production costs. It 
is probable that mortgage lending practices in future years will focus on estimates 
of cost structures, and consequent income and profitability ratios, and that less 
emphasis will fall on the appraisal value of the land. A historical study of past 
mistakes gives little guidance and insight into these potential future problems. 

Throughout the book one theme stands out: differences in farm land produc- 
tivity play a far smaller role in the array of farm mortgage risks than do the 
uncertainties of prices and incomes. A clear implication is that, whatever the 
nature of mortgage distress in the future, it will probably center around price 
uncertainty rather than the physical hazards of farm production. 

The book is generously illustrated with figures and maps, and is a valuable 
addition to the historical record of the great depression and its aftermath. 


Puitip M. Raup, University of Minnesota 


BUSINESS AND INDUSTRIAL HISTORY 


Gulf to Rockies: The Heritage of the Fort Worth and Denver-Colorado and 
Southern Railways, 1861-1898. By Richard C. Overton. Austin: University of 
Texas Press, 1953. Pp. xiii, 410. $5.00. 


The publication of Gulf to Rockies is a landmark in railrvad historiography. 
For one thing this history of the promotion, construction, and initial operation 
of the railroad system connecting Denver and Fort Worth is a well-told tale. 
Few business histories have been written in such a clear, lively, and entertaining 
manner. For another it is one of the first railroad histories, written from business 
records, which focuses on the making and the makers of policy. 

In view of the large amount of literature on railroading and the attention 
given to the railroads by historians, it is surprising that, until very recently, so 
very few books have been written which described and evaluated the actions 
of the men responsible for the significant decisions. This has been, in part, 
because the necessary source materials were unavailable. And, incidentally, no 
one has been more influential than Richard Overton in opening the files of rail- 
road companies to scholars. But this situation also reflects the almost excessive 
concern of American historians with the railroad as a colonizer of the West. 
Significant as were the studies of the land and settlement policies of Western 
railroads, and none were more useful than Richard Overton’s Burlington West, 
they gave a distorted, unbalanced picture of the history of the individual roads, 
of the expansion of the railroad network as a whole and, therefore, of the story 
of the West. The picture they presented of the Western railroads was about as 
complete as a political history of the United States that focused on the Depart- 
ment of the Interior instead of on Congress and the White House. 

Gulf to Rockies does much to redress the balance. For here is a book about 
Western railroading that is more than a compilation of annual reports and news- 
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paper stories and that tells the story from the vantage point of the office of the 
president, the general manager, or the Board of Directors. As a result the reader 
gets a more proper perspective on, and in so doing learns much about, promo- 
tion, construction, the construction company, colonization activities, townsite 
development and about mergers, receiverships, and financial reorganizations. Of 
even more importance, he quickly realizes that the primary concern of nineteenth- 
century railroad managers was the strategy and tactics of competitive construction 
and operation. And he becomes intimately acquainted with the complexities of 
making strategy. To build their roads and to maintain their traffic, the promoters, 
builders, and managers of the lines from Denver to Fort Worth not only had 
to keep constantly in mind the over-all strategic picture of Western railroading 
and the current tactics of the great transcontinental systems, and of their lesser 
allies and competitors, but also had to consider among other things the condition 
of the nation’s economy, the temper of the Eastern money markets, the state 
of the Western crops, the current and probable future prices for Western grains 
and minerals, the significance of new technological developments, and the atti- 
tude of the state and national legislatures. 

The complexities of decision-making emphasize the importance of understand- 
ing the personalities of the decision-makers. Gulf to Rockies provides a good 
reminder, if one is needed, that individuals and personalities do affect the course 
of economic change. Undoubtedly in time a railroad system would have been 
built to connect Colorado and Texas. Yet just as certainly the story of its con- 
struction, the location of its line, and its impact on the areas it traversed would 
have been very different if men other than Grenville M. Dodge and John Evans 
had been the initial promoters of the road. Nor would the story have been the 
same if men other than, first, Jay Gould and, then, Charles Francis Adams had 
been president of the Union Pacific, the road which at different times was the 
closest ally, the parent company, and the bitterest enemy of the Gulf to Rockies 
system. In delineating the personalities of these and other Western railroad men, 
in evaluating their motives and methods, and in describing the fluid and always 
complex strategic situation in which they worked and planned, Overton does a 
superb job. 

He is a little less successful in penetrating the complicated story of finance. 
And to the railroad manager of that day the importance of finance was second 
only to that of strategy. Both Dodge and Evans spent much time in Wall Street 
and State Street raising funds to pay for construction, equipment, improvements, 
and strategic purchases and mergers. Yet there is comparatively little in Gulf to 
Rockies on the financing of the system and what there is is sometimes confusing. 
In and out of its pages weave tantalizingly such important financial figures and 
institutions as Jay Gould, Sidney Dillon, Russell Sage, Henry Budge, J. P. Morgan 
and Company, Winslow, Lanier and Company, J. Kennedy Tod and Company, 
the Mercantile Trust Company, and the American Loan and Trust Company. 
The relation of these brokers, bankers, and banks to Dodge and Evans is often 
not clear, nor is there any indication of the contacts of the Eastern financiers 
with one another. As a result there is some uncertainty about who supplied the 
funds and sometimes on exactly how they were supplied. One wonders, for ex- 
ample, who were the ultimate investors; or to put it another way, just how 
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much money was raised locally, how much in the Eastern money markets, and 
how much abroad. The continuing presence of Winslow, Lanier and Company 
and Henry Budge suggests that many investors lived on the Continent and prob- 
ably in Germany. 

More also might have been said about the problems of operation and adminis- 
tration; or about the impact of the railroad on the economic growth of the area 
it served. The references made to the expansion of production and commerce 
along the line of the road relate primarily to decisions of strategy. They fail to 
present a clear over-all picture of the changes the railroad made in the area’s 
economy. An appendix indicating the amount and type of freight and passengers 
moved each year would have been useful. For one thing it might have helped 
answer one troublesome question. Was the traffic potential of the Colorado area 
as high as Evans claimed and as the author appears to accept? 

The incompleteness of the financial and economic story may be the result 
of the lack of the necessary source materials. More likely it reflects the fact that 
the author is first and foremost an historian. Overton sticks closely to chronology; 
finance, operations, traffic, and economic growth appear only where they have 
an immediate bearing on the day-to-day developments. They are not topics to 
be considered by themselves. Also in telling his story the author is wary of 
generalizations and appears to have only a minor concern with the broader 
social and economic framework. But if the book’s limitations are those of the 
profession, so are its virtues. For Richard Overton has done more than just to 
write a careful, balanced, objective case study of the founding and first growth 
of a nineteenth-century Western railroad. He has succeeded in synthesizing a 
great mass of business letters, memoranda, and reports into a moving and mean- 
ingful tale of human action and human experience. 


Acrrep D. CHanbLER, JR., Massachusetts Institute of Technology 


The Welland Canal Company. A Study in Canadian Enterprise. By Hugh G. J. 
Aitken. Cambridge: Harvard University Press, 1954. Pp. ix, 178. $3.50. 


The Welland Canal Company was the quasi-private corporation that con- 
structed the first Welland Canal, beginning in 1824, and operated the Canal 
until it became a Canadian Government work in 1841. The Niagara bottleneck 
had long been a strategic location and focus of historical events in North America, 
and the Canal built to circumvent the Falls acquired a similar strategic im- 
portance. In particular, the St. Lawrence waterway system, core of the Canadian 
nation, here intersects the waterway by which New York conquered the American 
Midwest. The early years of the Welland Canal should, therefore, be of conse- 
quence to most economic historians. Since existing information on the subject 
is fragmentary, or unpublished, or enshrouded in nineteenth-century works that 
are obscure, polemical, and unreliable, the present scholarly study is a timely 
contribution. It is appropriate that this border study should be undertaken by 
a man nurtured both by the “Toronto” school of Canadian economic history, 
and by Harvard and its Research Center in Entrepreneurial History, for which 
the author has edited Explorations in Entrepreneurial History for several years. 
This is, however, decidedly a Harvard book. 
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Mr. Aitken has carefully sifted the archival evidence and presented the facts con- 
cerning the Welland Canal Company. He offers a coherent and convincing account 
of the Company’s affairs under the chapter headings, “Promotion,” “Construc- 
tion,” “Finance,” and “Entrepreneurship,” following an introductory chapter that 
will provide a context for those unfamiliar with Canadian history. In weighing 
the reliability of sources, and probing the motives of participants, Mr. Aitken 
has been fair and judicious. He has, of course, been more concerned with some 
aspects of the Welland Canal Company than others. We learn much of com- 
plicated financial maneuvers; less, though something, of the engineering aspects 
of the Canal. The Company’s bookkeeping system is discussed; but labor policies 
are not. There is an extended treatment of William Hamilton Merritt and of 
John B. Yates, the men who dominated the Company; while others in the tale 
remain shadowy figures. Yet there is enough to provide a reasonably satisfactory 
picture of events even for those with different interests than the author. A useful 
Appendix sets out the Company’s financing, and the traffic which the Welland 
commanded as compared to the Erie and Oswego Canals. 

Facts, of course, are only the necessary vehicles, and the important question 
is where they are made to go. Mr. Aitken’s purpose, as his title indicates, was 
to offer an historical study of entrepreneurship. But he has been content to 
accomplish this, very largely, by letting the facts speak for themselves. The facts 
are appropriate ones for this method. The dominating figures of the Welland 
Canal Company stand revealed as strikingly different types. Yates regarded the 
Canal almost solely as an avenue to profit. Merritt, on the other hand, saw it 
as a contribution to the public welfare (as did most others connected with the 
Company) and as the vehicle of his own prestige. This contrast is most effective. 
All the same, Mr. Aitkin has avoided an obvious challenge: to show what the 
innovation and activity described in his book, undertaken from other motives 
than profit, have to do with entrepreneurship defined as “the functions performed 
by those who are responsible for the inauguration, maintenance, and direction 
of a profit-oriented enterprise” (p. 111). How students of entrepreneurship are 
to take account of the enormous amount of innovation that was not profit-meti- 
vated, even in the nineteenth century, could stand discussion for the sake both 
of the internal logic of the present study and of general scholarship. 

There remains the question of the relationship of the Welland Canal (Com- 
pany) to the St. Lawrence commercial system and its New York rival. This is the 
relationship that gives the Canal and Company general historical significance, 
and the interpretation of events in their development must depend profoundly 
on whether the Welland Canal was, in expectation and in realization, part of the 
St. Lawrence system or of the competing Oswego route. Mr. Aitken offers evi- 
dence, not very conclusive, on both sides. The weight is rather with Oswego, and, 
indeed, it is stated “that in the short run at least the Welland was more of a 
link in American than in Canadian transportation routes” (p. 50). Yet the 
presumption that runs throughout the book is that the Welland Canal was part, 
and a pretty important part, of the St. Lawrence route, and that the delay in 
completing the Canal had much to do with the commercial victory of New York. 
I think Mr. Aitken is wrong about this, and that the probable reason is that 
he has paid too much attention to the Erie Canal, and not enough to the naviga- 
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tion problems and solutions on the St. Lawrence proper. From the st. Lawrence 
viewpoint, it was not very useful to outflank the Erie Canal if that only turned 
_ traffic to Oswego. The real task was to improve the river below Lake Ontario, 
and it was undertaken from 1821 on by means of the Lachine, Cornwall, and 
in some degree, Rideau, Canals. These failed to re-capture the Western trade, but 
they do not deserve the casual dismissal that Mr. Aitken gives them, for it is 
not at all clear that they were less bold in design, less difficult as engineering 
problems, or much easier to finance, than the Welland Canal. What may deserve 
even more notice is the contrast in attitude between the true pioneers of Canadian 
canal construction in this period, the directors of the Lachine Canal Company, 
and their counterparts at Welland. The Lachine directors brought their engineer 
from Great Britain deliberately, for they considered it “improper” to seek one 
in a rival country, the United States. In the absence of a contracting industry, 
they developed local contractors, who turned out to be very capable. The indecent 
rush of the Welland Canal directors to the United States for money, engineers, 
and contractors—and the eagerness of New Yorkers to oblige them—fit in much 
better with an American project than a Canadian (St. Lawrence) one. Mr. Aitken’s 
interpretation of the role of the Welland Canal Company in the struggle for 
commercial empire does not at all match, in my opinion, his substantial contribu- 
tion in presenting the factual history and delineating the entrepreneurship of the 
Company. 





H. C. Pentianp, The University of Manitoba 


Basing Point Pricing and Regional Development: A Case Study of the Iron and 
Steel Industry. By George W. Stocking. Chapel Hill: The University of North 
Carolina Press, 1954. Pp. x, 274. $6.50. 


The basing point system—an arrangement for establishing delivered commodity 
prices that include variations in transportation costs—has occupied the attention 
of business leaders and economists for many years. The American steel industry 
well illustrates the characteristics of basing point pricing. During the first part 
of the twentieth century, steelmakers, without regard to location, usually sold 
their products under a single basing point system. This meant that all rival pro- 
ducers, following the leadership of the United States Steel Corporation, set their 
prices at a basing point (Pittsburgh) plus a standardized freight charge from 
the basing point to the place of delivery, regardless even of the place of shipment. 
In the course of time, a multiple basing point system also appeared. In the mono- 
graph under review, George W. Stocking, Director of the Institute of Research 
and Training in the Social Sciences and Chairman of the Department of Eco- 
nomics at Vanderbilt University, presents a study of the effects to the South of 
single and multiple basing point pricing in the iron and steel industry. 

The study was initiated by the Committee of the South, established by the 
National Planning Association, for the purpose of promoting research on the 
South’s postwar economic problems. It was sponsored jointly by the Committee 
of the South and Vanderbilt University’s Institute of Research and Training in 
the Social Sciences. 

As a background for his study Mr. Stocking analyzes the structure, ownership 
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patterns, and pricing practices within the industry. He indicates that “leaders in 
the steel industry early concluded that unrestrained competition in making and 
selling steel meant ruin. Believing this, they sought security in collective action.” 
He points out that basing point pricing, led by the United States Steel Corpora- 
tion, was one important factor in the attempt to stabilize the industry and he 
believes that the plan was not an attempt by business rivals to escape the uncer- 
tainties of unrestricted competition. 

As the steel industry developed in areas outside the industrial centers of the 
East, opposition to the plan arose in some of the new districts. Western steel 
fabricators in 1919 formed the Western Association of Rolled Steel Consumers as 
a protest to the “Pittsburgh Plus” system of pricing. Their opposition resulted five 
years later in a decision of the Federal Trade Commission ordering the United 
States Steel Corporation to abandon Pittsburgh Plus pricing. Partial compliance 
with the order did not solve the problem. In 1948 another decision of the Com- 
mission recognized systematic basing point pricing as a device for lessening 
competition under the Federal Trade Commission Act or as discriminating under 
the Clayton Act, modified by the Robinson-Patman Act. Many steel producers 
then abandoned the system. In the meantime, World War II had transformed a 
buyers’ market into a sellers’ market, eliminating the need for pricing methods 
to stabilize the industry. The system of basing point pricing declined. 

Mr. Stocking discusses the present laws affecting basing point pricing and the 
attempts in recent years to modify them. In recommending the elements of a 
sound public policy he finds that although the United States Steel Corporation 
acquired in 1907 the properties of the Tennessee Coal, Iron and Railroad Com- 
pany, advantageously located for the sale of products in the South, the relative 
stability of the steel industry of the nation “has been bought in part at the expense 
of higher costs to producers and higher prices to consumers at the cost of retard- 
ing the South’s steel industry.” He concludes that the demands of two World 
Wars and the high level of postwar activity in an inflationary defense economy 
have justified the large production capacity of the present. But on the basis of 
economic principles “a war and defense economy perhaps even more than a 
peacetime economy demands an economical allocation of resources for the achieve- 
ment of the economy’s designated ends.” He suggests several types of pricing 
practices that might aid regional development or economic growth. The Pitts- 
burgh area is still the nation’s—and the world’s—great leader in steel capacity 
and production, but of course in recent times some development has taken place 
in the West and South. 

The monograph is a scholarly contribution to the limited secondary sources 
in this field. It includes statistical appendices which provide supporting data for 
the study. 

Artuor C. Bininc, University of Pennsylvania 


Collis Potter Huntington. By Cerinda W. Evans. Newport News, Virginia: The 
Mariners’ Museum, 1954. 2 vols. Pp. 775. $12.00. 


At death in 1900, Huntington was “the Colossus of Roads”—head of the 
then-unprecedented 9,000-mile Central Pacific-Southern Pacific system. Alone of 
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the Big Four, the familiar giant in skullcap, who had known scarcely a day 
of illness in his life, had stuck forty years with the business, pyramiding fortunes, 
not, like Gould, by market coups, but by operation, expansion. His acquisitive- 
ness was a legend, yet his motto was that of Americans generally: “If I have to 
do it,” he wrote Hopkins on May 2, 1871, when they still hoped to unload the 
Central, yet saw they probably were stuck (and must even build the bond- 
subsidyless Southern to protect their monopoly and cash out), “I want my pay!” 

How well Huntington “did it,” rather than just how he “got it,” is Miss 
Evans’ delicate theme. Her history lacks the focus of biography; it is weakest 
where it ought to be strongest—in accounts of business strategy and motivation. 
Huntington’s ancestry, his youth as a peddler and storekeeper in Oneonta, netting 
$4,000 trading en route via the Isthmus, later cornering the shovel market and 
establishing Huntington and Hopkins as California’s leading hardware firm, are 
chapters Alger-like even in method. Those recounting his side ventures in the 
Chesapeake and Ohio and at Newport News, philanthropies at Tuskegee and 
Hampton, tastes in letters and art, suggest the alloyed acquisitiveness and selfless- 
ness, sentimentality and stoicism that Californians admired as the “brains” of their 
railroad “Octopus.” Nothing here, however, approaches Lewis’ deft portrait; 
nor have Daggett’s leads in finance, or Galloway’s in engineering, been pursued, 
or even assimilated. Miss Evans has read widely, her bibliography is admirable, 
choice of illustrations excellent. Adulation, however, is paltry tribute to the busi- 
ness genius who carried construction company finance to its very apogee. Hunt- 
ington’s career affords unique opportunity for study of the promoter’s function 
—for observing “the entrepreneur as innovator”—hedging into the Central through 
a cautiously conceived wagon road to the booming Comstock; gaining state and 
county aid, cost data, experience in construction and finance; thus discovering 
the immense liberality of the federal subsidy; mobilizing every resource and 
building through to Ogden on a revolving fund basis; netting perhaps a million 
by these means; then, half-reluctantly, beginning over, making the C.P. build 
the S.P., and when it had, reversing the favorable leases, fattening up the 
Southern, reaping a second harvest from its bonds and stocks, also taken originally 
on construction contract. 

Much of this is here simply implicit. The chapters on construction, finance, 
stock suits, taxes, government obligations and regulation, generally are naive, 
uncritical, ex parte—loosely compiled from old briefs, unverified reminiscence, 
quotes from “kept” journals and politicos. “Mr. Huntington” is arrayed against 
“the Opposition”—(set in capitals always, as if personal, unchanging). Eco- 
nomics is a wonderland: $140 millions ($200,000 per mile) for example is twice 
offered as the original construction cost of the C.P.; yet in the chapter on taxation 
“full value” assessments of $15,000 per mile impliedly were unreasonable and 
discriminatory (pp. 205, 323). Such contentions and successful double entry were 
natural enough in the seventies and eighties when Huntington was pushing the 
S.P. through the desert to scare off Gould and “beat” Tom Scott’s Texas Pacific, 
yet one is amazed to find them here. Excerpts from Huntington’s letters in 
chapters 34-37 reveal the wealth of primary materials available. The need and 
great opportunity still are for dovetailing and synthesis of these with the volumi- 
nous economic data preserved by the Pacific Railway Commission and evaluated 
in part by Daggett. 
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It is both ungracious and unpleasant to criticize a labor of love. Yet our 
Pacific railroads were not built by altruists. They were built by innovators who 
found means of doing “the impossible” and who proceeded and charged accord- 
ingly. Law and finance had to be bent to construction, not vice versa. Ultimately, 
it was a question of getting the job done. Part of Huntington’s genius was that 
he sensed this, built roads ahead of rivals and demand, and while government 
was unable or unwilling to build them. Monopoly was a treadmill: “This business 
is running us,” he frequently cried in protest. Innocent of every meaning of 
“trustee,” he may have been; yet also, and willy nilly, he was a social instru- 
ment. Americans today know and can stand the truth. So can Collis P. Hunt- 
ington. In fact, the grizzled Titan who proudly and correctly predicted to Ban- 
croft, “No one will track me by quarters I’ve dropped,” would have loved it! 
He had Ulysses’ sense of role and function. 

Howarp Jay GranaM, Los Angeles 


Jakob Fugger. By Gotz Freiherr von Pélnitz. Two volumes: Kaiser, Kirche und 
Kapital in der oberdeutschen Renaissance (preface dated 1949) and Quellen 
und Erlauterungen (preface dated 1951.) Tubingen: J. C. B. Mohr. Pp. xii, 
662; xi, 669. DM 44.40. 

Fugger und Hanse: ein hundert jahriges Ringen um Ostsee und Nordsee. By 
Gotz Freiherr von Pélnitz. Tiibingen: J. C. B. Mohr, 1953. Pp. xiv, 236. DM 
11.50. 


The magnificent piece of bookmaking which the Jakob Fugger of Gotz von 
Polnitz is reaches a new level of inconvenience for the critical reader: the whole 
apparatus of references and relevant quotations is relegated to a second, separate 
volume. Something of an excuse and something of an indication of their extent 
and importance is offered by the fact that they run to nearly 600 pages. 

Although the work is a family history, done under the auspices of the official 
family organization, and by the family-appointed director of the Fugger-Archiv 
at Augsburg, it does not suffer from family piety. On the contrary, it benefits 
from the natural predisposition of the descendants to have their ancestral hero 
presented as a whole man—a Renaissance man—rather than as merely an economic 
man whom, not unjustifiably, Strieder and Schultes and their associates abstracted 
with such important results for the not-unimportant field of economic history. 

Von Pélnitz manifests his own awareness of and sympathy for the exploitation 
of the overwhelming significance of the Fuggers as units in the economic develop- 
ment of Europe in the sixteenth century by the separate contribution, Fugger und 
Hanse, a documentary collection with an excellent introduction which in effect 
corrects the older idea of the range of the Fuggers (and Augsburgers generally) 
as operating in other areas from those organized commercially by the Hansa. 
The seventeen documents carefully reproduced show Jacob Fugger and his suc- 
cessors operating in Denmark, Poland, Prussia, Norway, Russia, England, as 
well as in the Imperial and Spanish territories. 

The Jakob Fugger, however, without ignoring the economic and financial forms 
of his activity, undertakes a larger aim. What emerges is a dynamic picture of 
the political and cultural operation of the powerful Fugger organization upon 
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the church, state, and societal patterns of the early sixteenth century. In his 
religious outlook, Jacob Fugger was “late Gothic,” but in his business life and 
in his operations in secular and ecclesiastical politics, he was the pioneer of forces 
that are obscured to modern historians by their obsession with the ultimately 
dominant and near-totalitarian political form, the national state. 

In short, Fugger was imperialist and Catholic. As a businessman, he lived his 
life and extended his activity over a Europe that was still, as much as it was any- 
thing definitive, a United States of Europe. His business interest and his re- 
ligious and political orientation united in a will to serve, sustain, and expand the 
Empire and the Church as representative and functional in that sense. As von 
Pélnitz creatively portrays him, his activity reached the level of high statesman- 
ship. He was the pioneer of the businessmen who down to the French Revolution 
attempted to harness the kings and politicians of the nation-states in a more 
secular union than the sixteenth-century man would have conceived, but one 
that like his would have made Europe a free range for the economic and intellec- 
tual activities of the Europeans—and a unity for the historians—instead of a 
warring congeries of segments. He failed and they failed, but, as Baron von 
Pélnitz demonstrated, that is not a reason for ignoring the actuality of his and 
their ideals and programs. 

The text and the supplementary volume are enriched by a more than ordinarily 
valuable series of contemporary illustrations. In addition to the expected portraits 
of Jacob Fugger, the list includes some well-reproduced coins and medals. The 
dust-cover of the second volume is used to reproduce a general view of Augsburg 
in 1521. The not-unfamiliar picture of Fugger and his head bookkeeper suggests 
a whole volume of economic history. 

The volumes satisfy not only a highly creditable family demand, but make a 
pattern for the social and cultural broadening of the problems of economic his- 
tory in other areas and periods. 


F. L. Nusssaum, University of Wyoming 


Retail Trading in Britain, 1850-1950. By James B. Jefferys. (Publication of the 
National Institute of Economic and Social Research.) New York: Cambridge 
University Press, 1954. Pp. xvii, 497. $9.50. 


The scope of this handsome volume is somewhat narrower than the title 
might suggest. First, James B. Jefferys is concerned almost exclusively with 
the structure of retailing, and primarily with one particular development: the 
rise of multiple shops (chain stores). Second, his count of the number of stores 
does not run back earlier than 1875 and his sales estimates do not begin until 
1900. But within these limitations he has done an extremely thorough job. The 
first quarter of the book discusses the changing structure of retailing as a whole 
in three chapters devoted to the period prior to 1914, to 1914-1939, and to 
1939-1950. The remaining sixteen chapters deal with individual kinds of retail- 
ing, classified according to the commodities sold. A better organization could 
have avoided some repetition of text and tables, but in the main the story is 
well told. Appendices contain an abstract of the 1950 Retail Census and some 
data on the growth of multiple shops in dyeing and cleaning. Thirteen plates 
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compare the physical appearance of the modern store with the store of fifty 
years ago. 

Mr. Jefferys’ main contribution—and it is a major one—consists in estimates 
of the number of multiple shops, by size of firm and by kind of business, at five- 
year intervals from 1875 to 1935, and for 1939 and 1950. The information came 
partly from a canvass of existing firms and partly from an elaborate survey of 
trade and street directories. It seems ungenerous to regret that he did not try 
to estimate the number of independents and co-operatives at the same time 
by similar methods. However, he is able to take the Prest-Stone consumer ex- 
penditure totals for commodities by commodity groups, beginning in 1900, and 
to break these down by multiple shops, co-operatives, department stores, and 
other retailers, figures for the last of these categories being obtained in each case 
as a residual. His efforts result in a far clearer and more detailed picture of 
the growth of multiple shops in Britain than is available for the growth of retail 
chains in the United States, the work of the Federal Trade Commission not- 
withstanding. Lack of data prevents Mr. Jefferys from discussing the relative 
cost of different forms of distribution: he is unable to project backward the 
analysis he made for 1938 in The Distribution of Consumer Goods. As a matter 
of deliberate choice, he refrains from covering employment, labor organizations, 
wages, and working conditions in the present volume. 

For the American reader the book’s main interest perhaps lies in the differences 
that emerge between Britain and the United States. It seems probable that the 
multiple shop started at least as early in Britain as here; indeed, if the co- 
operatives are counted as chains, the British development was the earlier of the 
two. Mr. Jefferys’ speculations on the reasons why multiple shops spread sooner 
and further in some trades than in others are often suggestive. Yet sparseness of 
documentation makes many of his speculations difficult to appraise. The integra- 
tion of factory and retail outlet sometimes led to multiple retailing in Britain, 
as it did in the United States. But Mr. Jefferys goes further and feels that the 
unwillingness of the small-scale independent to handle factory-made products 
was an element, for instance in the case of food and footwear, in the growth of 
the multiple firm. I have seen no evidence for this in the United States. How- 
ever that may be, it seems certain that one factor favoring the growth of large- 
scale retailing—a factor of diminishing importance in the United States but in 
Britain ever more important as the nineteenth century advanced—was the volume 
of imported consumer goods. Undoubtedly in both countries large firms, whether 
chains or department stores, had better facilities for buying abroad. As a counter 
tendency, branding and especially resale price maintenance worked to keep the 
independent small-scale retailer in business. Resale price maintenance seems not 
only to have covered a wider range of products, but to have been better observed, 
despite weaker statutory foundations, in Britain than in this country. Mr. Jefferys 
feels that it slowed the decline of the independent especially in footwear, con- 
fectionery, tobacco, books, drugs and toilet preparations, and electrical goods. 
On the other hand retail buying groups, co-operative wholesaling and voluntary 
chains, which have improved the position of American independents, are almost 
unknown in England. 

A minor matter deserves comment. I do not think that Mr. Jefferys is correct 
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in saying that “large-scale retailing, that is co-operative, multiple shop and 
department store retailing, plays a more important role in Britain than in any 
other country, including the United States” (p. xvi). His definition of retail 
trade is somewhat narrower than that of the U. S. Census of 1948, for he excludes 
bars and restaurants, and dealers in liquor, coal, motor vehicles, and farm im- 
plements, together with a few minor categories. Large-scale retailers had 40.4 
per cent of total retail sales reported on his definition by the British Census 
of 1950 (Jefferys, p. 469). Chain and department stores had 45.5 per cent of 
total retail sales reported on the closest comparable definition by the U. S. Census 
of 1948. I do not mean this is something we should be proud of, but there it is. 

Many workers will be grateful to Mr. Jefferys for an interesting and valuable 
pioneer study in a difficult field. 


Harotp Barctr, Columbia University 


Petroleum in Venezuela: A History. By Edwin Lieuwen. (University of Cali- 
fornia Publications in History, Volume 47.) Berkeley and Los Angeles: Uni- 
versity of California Press, 1954. Pp. vii, 160. Cloth, $3.00; paper, $2.00. 


This well-documented study is an “outline history” and as such offers breadth 
rather than intensity. It adds a significant contribution to the twentieth-century 
economic history of Venezuela. 

The stated purposes are to give a general history of the Venezuelan petroleum 
industry; to show the interrelations of the Venezuelan government, the United 
States and British or British-Dutch companies, and Venezuelan labor; and to 
indicate the importance of the Venezuelan industry in the history of inter- 
American relations. In general the author has succeeded in his aims. However, 
from an economist’s viewpoint the monograph has some shortcomings. 

Mr. Lieuwen has erected his study on the basis of a wide selection of publica- 
tions originating in the United States, Great Britain, and Venezuela. He has 
also relied on personal interviews with individuals participating in Venezuelan 
oil development. He writes in a clear style. Among the valuable characteristics 
of the study are a good index and a brief annotated bibliography. 

Starting with the nineteenth-century background, the study proceeds chrono- 
logically through 1952. It explains the oil policies of successive Venezuelan gov- 
ernments and how their liberality, or lack of it, affected petroleum development. 
The industry remained in an embryonic state until 1922, when the United States, 
Great Britain, and France engaged in intensive rivalry for oil. In the corrupt- 
concessions era of the Gomez regime, three foreign firms came to dominate the 
industry. A swift expansion in the twenties carried Venezuela to second place 
in world oil production. This is attributed to the competitive drilling race, the 
low political risk factor, a liberal petroleum law, the proximity of wells to marine 
transportation and United States markets, and prolific wells. After the death of 
Dictator Gomez, the successive Venezuelan governments pressed the oil com- 
panies for an increasing share in the profits. Aggressive government policies 
reached their apogee under the regime of Accién DemocrAtica (1945-1948). The 
military junta which succeeded Democratica returned to policies more favorable 
to the companies. Despite Venezuela’s fame for its liberal petroleum laws, rela- 
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tions between the companies and government have not been as smooth as is 
generally believed. 

Mr. Lieuwen considers the policy of “sowing the petroleum,” that is, invest- 
ing government oil revenues in capital goods. He cites some assertions that it 
has achieved much and others that it has achieved little, but he does not pin 
down the underlying factual evidence of its achievements or lack of them. 

His treatment of the problems created for the economy and specifically for 
agriculture by the developing oil industry is not satisfactory. He frequently refers 
to the inability of domestic agriculture to meet the needs of Venezuela, but he 
does not clearly state whether this is because of an absolute decline in agriculture 
or because of a relative decline resulting from an increase in population or a 
rise in the standard of living or something else. He implies that agriculture has 
experienced an absolute decline, but he does not offer conclusive evidence. This 
is no doubt due in part to the summary character of his study, but this question 
is an important sideline of petroleum development. The oil industry has been 
blamed, as he points out, for Venezuela’s economic imbalance and for the sad 
condition of agriculture, but he does not face up to the problem of proving the 
truth or falsity of this assertion. His work leaves the impression that he accepts 
it as true and that he goes along with the nationalistic Venezuelan’s aim of self- 
sufficiency. The rationale of his statement concerning the developing iron-ore 
mining industry is not quite clear. He says of iron-ore mining: “Here at last was 
diversification, but inasmuch as this was another purely extractive industry, it 
was hardly the type which a nation striving for greater economic self-sufficiency 
needed” (p. 115). Agriculture, to which he sometimes appears to give a prefer- 
ence, is also extractive, and it also gives rise to exportable surpluses. If one prefers 
to build small processing industries (as an alternative to agriculture) to further 
self-sufficiency, what better way is there to get capital than to sell the nation’s 
abundant resources? 

In Latin America a balanced economy is too frequently confused with a self- 
sufficient one. (Mr. Lieuwen may have fallen into the same error.) All of this 
nationalistic sentiment for self-sufficiency ignores the fact that one of the costs 
of a higher standard of living is participation in the interdependent modern 
world of specialization and trade. Many Latin Americans and Latin Americanists 
have not accepted, or have not recognized, the implications of this. Mr. Lieuwen 
cites uncritically the assertion that the large excess of imports is evidence that 
“expansion of the petroleum industry sapped the normal economic strength of 
the country . . .” (p. 109). Far from being a weakness, the oil industry is an 
element of economic strength in this underdeveloped nation. To encourage 
high-cost agriculture introduces economic weakness. Weakness arises from high 
tariffs, maldistribution, and government corruption. 

Mr. Lieuwen sets up an unsatisfactory economic criterion by which to judge 
the tax limit for oil companies in Venezuela: “Ideally, the taxation limit would 
be the point where any additional levy would result in a decrease in total oil 
revenue .. .” (p. 108). Without further qualification, this statement leaves one 
wondering what ideal would be achieved at the point referred to. 

This study is not, and is not intended to be, a definitive investigation of the 
Venezuelan oil industry. Although it is weak in economic analysis and lacks 
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significant factual information of value to economists, it shows the relationship 
between politics, at both the domestic and the international levels, and Venezuelan 
oil development. It is a significant contribution and an important springboard for 
more intensive study. 


J. Ricuarp Powexr, Long Beach State College 


Der Binnenhandel in der Politik der livlandischen Stédte im Mittelalter. By Vilho 
Niitemaa. (Annales Academiae Scientiarum Fennicae, Ser. B., Vol. 76.2.) 
Helsinki: Suomalainen Tiedeakatemia, 1952. Pp. 379. 


Following in the footsteps of Gunnar Mickwitz, whose material he could use 
after Mickwitz’s untimely death in the Finnish-Russian war, Vilho Niitemaa has 
taken advantage of the opportunity which Livonia offers to the historian because 
of its location at the crossroads of the most ancient trade routes, because of its 
political and economic links with East, West, and North, and because of the 
great variety of available contemporary accounts concerning it. Through a search- 
ing inquiry into the internal trade conditions of the country during the later 
Middle Ages and the Early Modern Period, he has made a substantial contribu- 
tion to economic history in general. Many aspects are set in relief by appropriate 
parallels with Western conditions; we may regret, though, that the author does 
not draw similar parallels for the Russian side. 

Niitemaa begins with a description of the economic system introduced at the 
time of the German conquest in the twelfth century; next he shows that soon 
thereafter a conflict of economic interests arose between the newly settled merchant 
on the one side and, on the other, the trader in the home country as well as the 
knight or vassal in Livonia. The Teutonic Order and the barons had begun 
early to produce goods not only for their own use, but for the market; they 
opened stores to supply their peasants at a profit, owned houses and stocks of 
merchandise in town, and traded directly with overseas merchants. As early as 
1257 they had secured permission from the pope to engage in business; priests 
and—after the Reformation—pastors followed their example and likewise indulged 
in trading. Such activity was in line with the initially unquestioned right of all 
free men to trade. But the townsmen, concerned with “Biirgernahrung,” that is, 
the protection of their special interests, and under the pretext of Christian obliga- 
tions toward the poor, contended that each estate had its own duties. Thus, 
the burghers of Riga, beginning in 1279 and 1282, imposed restrictions upon 
trade. They refused admission to their markets and port to any but their own 
members, reserved for themselves trade in certain commodities, forbade the 
formation of partnerships with noblemen, manipulated prices to make business 
activities for others unattractive, and in particular tried to check contacts (“von 
Gast zu Gast”) between Hanseatic, Dutch, South German, or Swedish-Finnish 
merchants and Russian visitors or Livonians not belonging to the class of 
burghers. They set limits to the volume of business any individual was allowed 
to transact, imposed credit restrictions, reserved for themselves the retail trade, 
and erected monopolies against native competition. In order to protect the inter- 
ests of corporate groups, they also forbade speculation and imposed obligations 
upon their own estate. 
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Although in 1543 one section of the nobility agreed to a limitation of its trading 
rights, the noblemen generally maintained, and eventually strengthened, their 
place in business. They increasingly forced the peasants to sell their produce to 
the lords and opposed the merchant’s right to buy it up before it reached town; 
they avoided the large ports, using instead secondary ones; and they undercut 
the prices of the middlemen. Moreover, they, like everybody, found ways to 
circumvent regulations. Perhaps Niitemaa underestimates the vast amount of 
cheating that affected not only the Russian trade, but likewise that in Livonia 
and between Hanseatic League members; and his statement that the public char- 
acter of all trade transactions made dishonesty difficult may be questioned. 
However, he does mention the manifold evasions which rendered restrictions 
ineffective. 

In addition to entrepreneurial activities of townsman and nobleman, Niitemaa 
also describes those of the peasant. His estimate of the part of the harvest sold 
by peasants may be too low; Arnold Soom’s recent painstaking and revealing 
study, Der Herrenhof in Estland (Lund, 1954), may help to correct estimates; 
but Niitemaa pertinently points out the substantial peasant transactions in grain, 
honey, fish, etc., on fairs and in their dealings with Russian and western visitors. 
He also depicts the place and activities of the middleman, of the merchant’s 
employee, and of the itinerant merchant. 

Niitemaa has presented us with most important economic data; we may wish 
that he had also discussed the impact of Livonia’s economic structure upon the 
political and social scene. Here, however, he has been content with offering a 
brief concluding two-page statement and with giving some incidental insights. 
He points out the process of growing economic and subsequently political de- 
pendence of the peasant upon the lord, the dangerous rivalries between and 
within the Hanseatic cities, the increasing competition and antagonism of land 
and town, of Livonian Order and burgher, of Livonian and overseas merchant, 
and he indicates the part of all these factors in bringing about the collapse of the 
Livonian state. Moreover, he deals with the effect of Livonia’s internal trade 
system on money policies and on the dissolution of the medieval corporate society. 

Even if, where sources are scarce, the factual basis for general statements is 
rather narrow, the abundance of information, the clarity of exposition, the under- 
standing and broad significance of the material treated make the author’s work 
a most valuable guide to our historical understanding. 


Wa truer Kircuner, University of Delaware 


FINANCE 


Evolution of Cost Accounting to 1925. By S. Paul Garner. University, Alabama: 
University of Alabama Press, 1954. Pp. xiv, 416. $6.50. 


S. Paul Garner has performed a useful service to his fellow teachers and 
students of accounting, as well as to others interested in the historical develop- 
ment of industrial techniques of analysis and control, in analyzing and bringing 
together in one place scraps of information which heretofore have been scattered 
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throughout the literature of the field of accounting. The evidence he presents 
as to accounting practices is inevitably secondhand, since he deals only with 
books, articles, theses, and the like, rather than with actual accounting records. 
This means, as he points out, that actual practices may either have preceded 
or followed their published descriptions, depending upon whether the writer was 
merely reporting on existing practices or was attempting to promote the adoption 
of a new and presumably improved procedure. Allowing for a lag either way 
between actual practice and the printed evidence, the book can be accepted as 
an accurate account and a thorough analysis of the development of cost-account- 
ing concepts and procedures in England and the United States, and probably 
indicates as well the situation in other countries which have had a substantial 
industrial development. 

The first chapter presents the evidence we have available of the beginnings of 
cost accounting in the medieval era. The second chapter outlines the slow de- 
velopment which took place from 1700 to 1885 or, roughly, from the Industrial 
Revolution to relatively modern times. Then follows a series of nine chapters 
in each of which the historical development of some specific area of cost account- 
ing is explored. Examples of these areas are raw material accounting, the account- 
ing for direct labor, and the treatment of manufacturing burden. In the last 
chapter the author concludes his study with some general observations and induc- 
tions based upon his investigation. A listing of these conclusions will be helpful 
in indicating the general nature and purpose of the book: 

“1, Although there was some interest in cost theories and practices before 1885, 
few authorities prior to that time had considered the subject worthy of their 
undivided attention. 

“2. English cost accountants contributed a large proportion of the original 
ideas and procedures before 1g00. After that date the American theorists and 
practitioners forged ahead of their British contemporaries, the latter never 
regaining their relative standing. 

“3. Prime cost systems came into use much sooner than the more complete 
factory costing arrangements. 

“4. The third element of cost (factory overhead) was comparatively neglected 
in the period before 1900, but after that date more attention was devoted to it 
than to the other two elements of cost combined. 

“5. Subject to considerable qualification and opinion, it seems from the evi- 
dence available that so-called “depression years” in industrial activity have been 
especially fruitful periods for introducing and developing new cost techniques 
and procedures. 

“6. Industrial engineers, rather than cost or general accountants, took a more 
active interest in costing problems in the early development of the subject in 
this country. 

“7. Theories and methods for valuing factory inventories did not attract as 
much attention in the early American cost discussions as in the English. 

“8. The integration of the factory and financial records proceeded at a very 
slow pace until well after the turn of the century, all of the details not being 
worked out until around 1920. 

“g. Cost theories and techniques have evolved as a product of their industrial 
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environment, and their rapid development has been necessitated by the con- 
tinually increasing complexity of manufacturing processes.” 

The book is thoroughly documented with over nine hundred footnote refer- 
ences to material examined by the author. There are also a bibliography of over 
three hundred items and a useful index. 

It is unfortunate that Mr. Garner did not help to dispel the misunderstanding 
as to the authorship of the first printed explanation of double-entry bookkeeping, 
which was published in 1494. It is true, as he says, that it appears in Luca Pacioli’s 
famous Summa, but, as Raymond de Roover has pointed out, the evidence 
indicates that he did not write this section of the book himself. Moreover, Pacioli’s 
work was not up to date as to the best practices of the time and, among other 
things, does not contain anything on cost accounting even though there had been 
significant developments in this area prior to the date of the book’s publication. 

A few minor flaws can be noted. The author takes some liberty with the dic- 
tionary in using “extramural” as the equivalent of “outside” in, for example, 
referring to the keeping of cost records apart from the financial ledger. He also 
stretches the usual connotation of the word “authority” by applying it to any 
writer in the field, even going so far as to speak of an “anonymous authority” 
(page 205) and an “unknown authority” (page 259). There is some repetition 
such as stating at least five times that Henry Metcalfe was an American army 
officer, and that A. Hamilton Church was an Englishman who moved to the 
United States. The book could have been extended to good advantage to in- 
clude more discussion, such as that on page 208, to relate the developments in 
cost accounting to the general historical setting. 


Perry Mason, American Institute of Accountants, New York 


Confederate Finance. By Richard Cecil Todd. Athens: The University of Georgia 
Press, 1954. Pp. x, 258. $5.00. 


With the publication of Confederate Finance, another volume has been added 
to the growing list of books dealing with the problems of the Confederacy. As 
its title suggests, this one is concerned with the organization and functioning of 
the Confederate Treasury, and the methods used in financing the Southern war 
effort. By making a diligent study of official manuscripts and documents, together 
with newspapers and other source material, Mr. Todd has presented a well- 
documented study of the problems which the South faced in trying to finance 
the war and the methods which were used. 

The job which Mr. Todd attempted was well done. It is indeed unfortunate 
that more was not attempted. The fiscal organization and financing enactments 
are covered in great detail. The difficulties facing a primarily agricultural nation 
are amply demonstrated by the fact that less than seven per cent of total Con- 
federate receipts was obtained by taxation, which was both too little and too 
late to mitigate the inflationary pressures that had already set in at the start of 
hostilities. At the time of the first tax law, passed in April 1863, gold was selling 
at a 450 per cent premium. 

Treasury notes and bonds accounted for 76 per cent of receipts, with the 
remainder coming from donations and seizures. The avalanche of paper was 
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reminiscent of Revolutionary finance with specie almost impossible to obtain. It 
was prophetic that the first issue of Treasury notes was ordered from the National. 
Bank Note Company in New York City. 

The importance of any study of financial policy, however, lies in the analysis 
of its effects rather than in a description of its methodology. It is in this important 
area that the book is deficient. It would have been interesting to see the effects 
of the financial policies on such things as prices, production incentives, and similar 
economic activities. How did government finance affect private interest rates and 
private borrowing? What part did the private economy play in bank loans and 
currency inflation? What alternatives did the Confederate Treasury have under 
the circumstances? These questions and many others remain unanswered. Even 
the data presented would have been more intelligible if receipts and disbursements 
had been presented on an annual basis, especially if net receipts had been given 
along with the gross debt. 

It is perhaps unfair to criticize an author for not doing that which he had not 
attempted to do. I feel, however, that the scope of a study is an author’s responsi- 
bility and is part of the presentation. Those who like their data straight will find 
much to admire in Mr. Todd’s book. Those of us who like our data mixed with 
analysis will be disappointed. 


Cuaries Giipert, New York University 


Glyn’s, 1753-1953: Six Generations in Lombard Street. By Roger Fulford. London: 
Macmillan & Co., Ltd.; New York: St. Martin’s Press, 1953. Pp. xvi, 267. $4.50. 


This is a pleasant but superficial account of a Lombard Street banking partner- 
ship which has endured for two centuries. While the book contains interesting 
details of the way of eighteenth-century banking, its misleading implications of 
the role of British financial houses in the sweep of British economic history will 
please neither economists nor historians. 

It was George Carr Glyn, the first Lord Wolverton, who in the first half of 
the eighteenth century guided the bank through the era of its greatest growth. 
One suspects that this Glyn not only brought the volume of the bank’s business 
to a premier position in Lombard Street, but the bank’s profits as well. That he 
was a man of extraordinary business acumen is an interpretation that must be 
read between the lines of Fulford’s prose. The author paints the eighteenth-century 
London banker as a benign philanthropist motivated primarily by the desire to 
advance the social welfare of England and the world “though there was naturally 
in it an element of self-interest” (p. 120). It seems especially malapropos to sug- 
gest that a later George Carr Glyn was “not, of course, without a personal interest 
but governed by a sense of the importance . . . of the value of the experience 
of the Old World in building the New” (p. 150), in the course of a discussion 
of the bank’s role in the construction of the Grand Trunk railway in Canada. 
This road’s record of continuous failure was due in no small part to the applica- 
tion of English construction methods to the very different conditions of the 
New World. 

To suggest as is done on page 207 that the collapse of Argentine credit, which 
initiated the Baring Crisis of 1890, was the result of a political revolution in the 
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Argentine is decidedly unwarranted. The shift in political control rather grew 
out of the inability of the Argentine government to borrow further. 


PeneLopeE Hartianp, Washington, D.C. 


Hyalmar Schacht for and against Hitler: A Political-Economic Study of Germany, 
1923-1945. By Edward Norman Peterson. Boston: Christopher Publishing 
House, 1954. Pp. 416. $5.00. 


Edward N. Peterson’s quite valid reason for writing a new biography is the 
availability of documentary evidence for a re-evaluation of Schacht and the im- 
portant question of German economic policy from 1923 to 1939. For years there 
has been a need for such a study. The biographies by Mihlen, Bopp, Reuter, 
Bertrand, and Maier and all of Schacht’s own publications, including his 
Abrechnung mit Hitler and 76 Jahre meines Lebens, suffer either from the pres- 
sures and biases rising out of the National Socialist movement or from lack of 
access to the vast amount of new material that has been uncovered since the war. 

Mr. Peterson has brought much of the new evidence and the already published 
material into a biography of Schacht that is far more objective in approach than 
any of the earlier efforts. There is a small section on Schacht’s early life before 
he became a public figure late in 1923 with his appointment as Currency Com- 
missioner and, shortly thereafter, Reichsbank President. The combined topical 
and chronological approach is perhaps the best technique in dealing with a 
figure closely related both to economics and politics as was Schacht. Schacht’s 
role in the stabilization of the mark and the ending of reparations payments is 
treated extensively, as well as the interim period 1930 to 1933. Mr. Peterson’s 
handling of Schacht in the early period is relatively objective, although his sum- 
maries often are not supported by the evidence he has brought to bear. He 
concludes that “Schacht did what he could after 1931 to bring the Nazi to 
power, whether to further his own or Germany’s political future” (p. 134). Actu- 
ally Schacht never overtly or covertly assisted Hitler or the National Socialists 
until after they had become the largest single party in the Reichstag in July 1932, 
and even then he did not make an all-out effort in their behalf. In the section 
covering the domestic economy between 1933 and 1936 Mr. Peterson insists that 
Schacht’s efforts increased the instability of the economy. There is much more 
evidence that had his policies been continued after that time the charge could 
never have been made. The rest of the book is taken up with matters mostly 
political, particularly emphasizing Schacht’s shift from support of the National 
Socialists to active opposition after he lost his efficacy in economic policy in 
1936. Schacht’s story is brought down through his acquittal before the Inter- 
national Military Tribunal, and is ended with a brief and very ambiguous con- 
clusion that does little to clarify the issue of his true historical position. 

Although Mr. Peterson’s work is superior to the existing biographies, he has 
not done a thorough job of research. The dearth of German sources cited is 
appalling. Certainly the chapter “The Four Year Plan: Schacht’s Nemesis” is 
critical for his argument. Yet Peterson apparently does not know of even the 
existence of Géring’s own periodical Der Vierjahresplan in which the decrees 
removing Schacht from effective participation in policy making were first pub- 
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lished. In the entire section of his bibliography on “Economic History and 
Theory” there are only two German titles, and one of those was published two 
years before the pertinent period began. The same is generally true throughout 
the book. In fact, while there is a great need for a sound, documented study 
of exactly the period and subject matter supposedly covered by this volume, and 
while the documentary materials are available, Peterson has composed almost 
all of his book from secondary materials. The poor quality of his research becomes 
especially clear when he attempts to summarize and evaluate Schacht’s actions 
in a given period or circumstance. For example, on page 89 at the end of the 
discussion of the April 17 Memorandum, Peterson draws a whole series of 
ridiculous conclusions which prove effectively to a student of Schacht’s activities 
in Paris in 1929 that Peterson has not made a sound study of them. The material 
is available in quantity, but he has not used it. 

A good book must be well written. This one is not. Whole sections are so 
loosely written that it is impossible to tell what Mr. Peterson is trying to say. 
The sentence structure is atrocious, and the lack of proofreading serious. The 
author of the most-used biography, Norbert Mihlen, appears as both Muhler and 
Muhlen, neither of which is correct. 

I must conclude after a thorough reading of Mr. Peterson’s effort that the 
need still exists for a definitive monograph on this subject. The omission of 
an index from this volume will not add to its usefulness. 


Amos E. Simpson, University of Arkansas 


LABOR AND POPULATION 


American Labor from Defense to Reconversion. By Joel Seidman. Chicago: The 
University of Chicago Press, 1953. Pp. xi, 307. $5.50. 


The dimensions and characteristics of the organized labor movement in the 
United States have been profoundly affected by three crisis situations—the first 
and second World Wars and the intervening depression of the 1930’s. Joel Seid- 
man’s volume makes it clear that World War II marks “a turning point” in 
American labor history. Its central concerns are with the major developments 
which influenced the internal and external behavior of the unions and of their 
top leadership, the labor policies of government (chiefly on the national level), 
and the public opinion response to critical labor problems between the outbreak 
of the war in Europe and the adoption of the Taft-Hartley Act. Among the 
subjects which receive attention are trade-union growth and power, A.F.L.-C.I.O. 
conflicts and unity negotiations, labor’s political activities, the role of the Com- 
munists in the labor movement, the factors affecting union-management relations, 
the changing patterns in collective bargaining, the incidence of strikes and the 
influences exercised by major strikes, wage and price issues, and the problems 
of postwar reconversion and adjustment. 

Mr. Seidman’s history of organized labor during the World War II period is 
based upon a firsthand knowledge of a wide variety of primary sources. It is 
dispassionately written, but it is, happily, not afraid to be partisan. Mr. Seidman 








184 Reviews of Books 





firmly believes “that union organization is a good thing in our kind of society” 
(p. vii), and he is sensitive to the factors that condition its strength and capacity 
for doing good by contributing to a more genuinely democratic way of life. He 
takes the unions and their leaders to task when their undemocratic practices, 
abuses of power, and indifference to the general welfare frustrate the institutional 
purpose of unionism. He does not hesitate to place part of the responsibility for 
the punitive aspects of the Taft-Hartley Act on the labor movement because of 
its failure to reform itself. He is equally outspoken with respect to the actions 
of employers and government calculated to discourage union growth or diminish 
the power of organized labor. Thus, he remarks that the Smith-Connally Act of 
1943 rested on the wholly false assumption “that workers were being driven into 
war-time strikes by unpatriotic and autocratic leaders, whom they would repudiate 
if given an opportunity” (p. 189). The terms of the Taft-Hartley Act, says Mr. 
Seidman, were shaped by a conscious desire to weaken the labor movement and 
render further organization more difficult. 

In American Labor from Defense to Reconversion Mr. Seidman set an ex- 
tremely demanding task for himself, and he has gone a significant distance 
toward its realization. The volume reduces a bewildering range of developments 
to manageable proportions. It illuminates both the scope and the intensity of 
the impact which the war had upon labor, and it places the transformations in 
unionism and governmental policy after the Nazi-Soviet pact within a larger 
framework. It provides a reminder of the continuity of anti-labor sentiment in 
Congress and other quarters, and it underlines the extent to which governmental 
labor policies were functions of expedient adjustments and compromises. For 
these and still other reasons the volume will be found valuable by both the 
student and the general reader. 

Those who continue to inquire into the immediate and long-run consequences 
for organized labor of World War II will find themselves in Mr. Seidman’s debt. 
His articulated treatment of the major historical themes will make their tasks 
easier and many of his judgments will invite their critical examination. More 
important, perhaps, is the fact that the weaker sections of the volume point 
to important problems that warrant more intensive and rigorous investigation than 
they received from Mr. Seidman. His handling of the man-power issues and 
policies of the war years is relatively superficial, for example, and his analysis 
of the interrelationships among levels of economic activity, alterations in tech- 
nology, occupational characteristics, and union growth and behavior is at best 
only suggestive of what might be done. Since the primary concern of the volume 
is organized labor, relatively little light is thrown on the wartime experiences 
of the unorganized. Only a handful of the top leaders of the unions appear on 
the stage, and it would be helpful to know what transpired at other levels in 
the leadership hierarchy. Finally, it may be noted that Mr. Seidman’s rather 
conventional treatment of the two key questions of union growth and power 
will encourage other students to search for more tough-minded and _ incisive 
analytic approaches. 


Henry Davin, Columbia University 











Labor and Population 185 





National Insurance and Assistance in Great Britain. By David C. Marsh. London 
and New York: Sir Isaac Pitman & Sons, Ltd., 1950. Pp. xii, 187. $5.00. 


The purpose of this book is “to provide the general reader and the student 
with a comparatively simple outline of the origins and development of Social 
Insurance and Assistance in Great Britain.” After giving a very sketchy account 
of attempts to deal with pauperism and poverty from the Middle Ages to 1948, 
the author devotes five chapters to a more detailed description of twentieth-century 
legislation for health and unemployment insurance, unemployment assistance 
and old-age pensions. An account of the Beveridge Report makes clear the 
reasons for the legislation passed by the Labor government to create the present 
system of social security, which is described in chapters VIII-XIII. Chapter XIV 
is devoted to a brief discussion of the economic aspects of the present system— 
the percentage of the national income that is taken for governmental services, 
individual and state contributions to social security, and the percentage that is 
left for individual expenditure and capital formation. The author gives three 
cases of hypothetical persons of different incomes to show what portions of these 
incomes go to income taxes, indirect taxes, and social security payments, and what 
benefits each person may expect to receive from one or more of the programs 
of social security. The author is concerned for the total effect of the system on 
the incentive to work and produce. He has no objective information on the effects 
of the income tax on incentives, nor is he willing to do more than guess as to 
the amount of indirect taxes paid by the three persons. He states that it is diffi- 
cult for the person of moderate income to save in view of the heavy tax burden 
(including social security payments) but offers no proof based on actual cases. 
The reviewer would have appreciated a less hypothetical statement of the problem. 

The author has no romantic views of the difficulties that will be faced by 
Great Britain in the next thirty years in maintaining its system of social security 
legislation. The aging of the population will put an increasingly heavy strain 
on the system, and a long period of unemployment would seriously reduce the 
funds available. The situation will call for a large rise in total national income 
through increased productivity, and the citizen will have to show a high degree 
of moral restraint by refraining from unreasonable demands for services. The 
provision of a basic standard of life for all is a national effort and cannot be 
financed by merely “soaking the rich.” 

The most valuable parts of the book are those describing the present system 
of social security in Great Britain and the conditions for its success. The por- 
tions that describe relevant legislation from 1908 to the end of the Second World 
War (including the account of the Beveridge Report) are helpful, especially as 
demonstrating the continuity of legislation. The account of the historical back- 
ground of twentieth-century legislation is the weakest part of the book and 
ought to be rewritten in a future edition. The author consistently fails to give 
page references for the sources that he cites, and there is no bibliography other 
than a list of leaflets published by the Ministry of National Insurance. 

Ronan V. Stres, Whitman College 
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ECONOMIC GROWTH 


Prelude to Point Four: American Technical Missions Overseas, 1838-1938. By 
Merle Curti and Kendall Birr. Madison: University of Wisconsin Press, 1954. 
Pp. xi, 284. $5.00 

The International Bank for Reconstruction and Development, 1946-1953. By the 
Staff of the Bank. Baltimore: The Johns Hopkins Press, 1954. Pp. xi, 273. $4.00. 


If the politicos entrusted with foreign relations at the world’s capitols could 
find time, amid the maelstrom of action, for thoughtful reading of these two 
books, the world could be the gainer; for the Curti-Birr volume succinctly surveys 
the actual experience of one country—the United States—in trying to provide 
technical aid to foreign peoples over a century, while the I.B.R.D. book shows 
how the Bank has provided useful aid multilaterally, in eight recent years. 

Curti and Birr show the gradual expansion of advice-aid from the early tech- 
nical work in agriculture, geology, and mining into projects of varying scope 
in the fields of fiscal and monetary reform, flood control, resource development, 
and education; it was extended chiefly to Latin America and the Far East and 
was relatively inconsequential until after 1900. The areas of Japan, Cuba, and 
the island of Santo Domingo and Haiti receive the most extended treatment. 
Some of the smallest pre-1900 samples might well have been denied space in 
this short book. There are 47 pages of notes and bibliographical material, plus 
a good index. Exhaustive research in official and unofficial reports, correspondence, 
and recollections (as far as pertaining to the precise field of this book ) has been 
rigidly compressed into a short, meaty account. 

Although the authors neither mince matters nor blink facts, they carefully 
refrain from the purple passages attractive to many critical writers in this field. 
They write with restraint. Obviously, this is because they want current foreign- 
aid plans to be further fortified, rather than carelessly calumniated, as a conse- 
quence of what readers may learn from this book concerning the short-sighted, 
sorrier aspects of advice-aid. Those aspects were present, they show, in the be- 
havior of recipients and third-party governments, as well as of the United States. 
Her experience appears to indicate that the greater the needs of an underdeveloped 
area, the more do its social inertia and entrenched special privilege hinder follow- 
through of wise advice and judicious use of aid opportunities. 

Also, the mission-sending nation should tender that which is more valuable 
and elusive than money, goods, or technical know-how. The long-term success 
of missions has been in direct ratio to their endowment with broad understand- 
ing, deep sympathy, unending patience, and exhaustless ingenuity in winning 
native co-operation. As the authors sadly sum up this delicate relationship, re- 
ferring to the chances that missions may injure rather than aid both recipient 
and donor, “the generally high quality of the experts helped make certain that 
many of the missions proved useful and that few were total failures.” 

The volume on the Bank is a bare, factual description of a new type of invest- 
ment institution, a world bank corporation whose stock is owned by the 55 
governments subscribing to it but whose functioning is designed to be supra- 
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national, untrammeled by loyalties to any specific government, operating sup- 
posedly for public welfare. The book was compiled within the Bank’s staff, con- 
sisting of 434 persons of 31 nationalities. Reporting as of December 31, 1953, 
they present: (I) the Bank’s purposes, organization, and financial: structure, 
(II) its major operational activities and the general character of operations, (III) 
country-by-country activities of the Bank. Ten charts (in color), 12 tables, and 
12 appendices give statistical data, administrative personnel, and the charter— 
“Articles of Agreement”—on which the Bank rests. The index of this other- 
wise useful guide is grossly inadequate; and a companion, larger volume free 
of official authorship is needed to portray much necessarily omitted here. 

Implicit in these pages is the wide advance in aid concepts and practices since 
the experiments described by Curti and Birr. Implicit also is the cardinal require- 
ment of flexibility. Since national affairs no longer can be extricated from inter- 
national involvements, and since the tempo of change in both areas now is 
excessively rapid, the devices adopted to smooth out international complications 
must have flexibility to succeed. 

The Bretton Woods conferees who in 1944 drafted the Bank’s charter were 
conscious of change, but displayed somewhat more hindsight than foresight, 
besides considerable optimism, in their arrangements for the future. They con- 
ceived of the I.B.R.D. as providing “a safe bridge” whereby private capital could 
move back into the international field helping to create a prosperous postwar 
world. So, they empowered their world bank to make or guarantee loans for 
productive reconstruction and future development, using its own capital funds 
in part but relying for most of its financial resources upon the private investment 
community, with the risks of investment shared by all member governments 
roughly as to their economic strength. 

To avoid the unwise, wasteful, and troublemaking results of much earlier 
lending, the charter-writers specified that loans must be productive, must usually 
be employed to finance foreign exchange requirements of specific projects and 
must be guaranteed by a member government or by a central banking agency 
of it, if the borrower be other than a member government. Due watchfulness 
must be practiced that loans go only to “loan-worthy” borrowers, be used solely 
for purposes of the grant, and not be deprived of their economic efficiency by 
“political or other non-economic considerations.” 

Unhappily, Bretton Woods restrictions proved too inelastic as divers “political 
and other non-economic considerations” ran rampant, worldwise. Calls for 
largess instead of loans, and for speedy satisfaction of pressing needs rather than 
gradual development of productive potentials, repeatedly called for invention of 
more flexible devices than the I.B.R.D. and its sister institution, the International 
Monetary Fund. The United States was driven to broaden functioning of its 
Export-Import Bank; Western Europe set up the Organization for European Eco- 
nomic Co-operation. A European Recovery Program, based on America’s “Mar- 
shall Plan” took up considerable slack. A “Colombo Plan” for Southeast Asia 
‘emerged and a few private corporations co-operated in special loans. 

The Bank, freed by E.R.P. from most of its reconstruction duties, turned its 
major attention to financing productive projects in underdeveloped areas, chiefly 
for basic facilities such as power, transportation, irrigation, and reclamation, 
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doing much good. But again potential recipients clamored for faster, freer funds; 
so the Bank staff co-operated with a United States Development Board in pro- 
jecting an “International Finance Corporation” which should not be dependent 
on private funds, nor impose guarantee requirements nor entirely eschew equity 
financing. For Latin American demands, another device was bruited in 1954 
south of the border; but these two latest plans found political support tepid in 
the countries asked to furnish most of the funds. Thus runs the report on 
I.B.R.D. flexibility in the cold-war world. 

However, this book points to greater use of the Bank. Its meticulous reports 
and plans, developed by missions of experts sent out by I.B.R.D. on request of 
needy governments—to explore their development priorities and to draw up con- 
crete proposals for realizing their potential production—have been usually the 
work of more than one international organization, have given much sound guid- 
ance and proffer more. Also, this little book, in which the staff has so meticu- 
lously avoided description of political complications, may even help to moderate 
those obstacles, provided responsible diplomats have the sense to accept the 
Bank’s plea that it be further utilized. 





JEANNETTE P. Nicuots, University of Pennsylvania 


Labor, Management, and Economic Growth. Proceedings of a Conference on 
Human Resources and Labor Relations in Underdeveloped Countries. Edited 
by Robert L. Aronson and John P. Windmuller. Ithaca: New York State School 
of Industrial and Labor Relations, Cornell University, 1954. Pp. v, 251. $2.00. 
Mimeographed. 


It would in any case be difficult to do justice in a review to a book consisting 
of fourteen articles, twelve prepared discussion notes, and five sets of free-for-all 
comments. But when the material ranges in type from theoretical articles on the 
“need for new conceptual tools” to empirical case studies of the Andean Indians 
of the hacienda Vicos in Peru; when it ranges in geographical concern from 
India to South America to Nigeria, with frequent excursions to other points 
north, east, south, and west; and when it ranges in time from the early nine- 
teenth to the mid-twentieth century, a review becomes virtually impossible. 

These papers, delivered at a conference on Human Resources and Labor Rela- 
tions in Underdeveloped Countries sponsored by the Institute of International 
Industrial and Labor Relations at Cornell University, are held together by no 
unifying theme except their common interest in the subject of the conference 
and a belief that somehow (there is considerable disagreement with respect to 
the “how”) the “social sciences can and must make their contribution in support 
of those who carry the responsibility of helping the underdeveloped countries 
reach a point where outside assistance will either become unnecessary or take 
an entirely different form.” 

Within this vast area the following problems are singled out for special con- 
sideration: social and demographic problems of the labor force in pre-industrial 
areas; allocation of capital resources to maximize productivity and employment; 
recruitment of entrepreneurial and managerial groups; the particular impact 
of the organized labor movement on industrialization of the underdeveloped 
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countries; the influence of international agencies; and, finally, recommendations 
concerning the design of future research projects. 

Certain sessions of the conference, particularly the one in which Mr. Galenson 
and Mr. Brozen reached quite different conclusions concerning the desirability 
of concentrating on labor-intensive or capital-intensive industries in the under- 
developed countries, seem to have been quite rewarding for the clarity with which 
economic theory has been applied to pressing questions of public policy. In other 
sessions, however, a brooding concern with methodology and the precision of 
theoretical formulations seemed so to inhibit research programs that the conclud- 
ing remark of Mr. Witte seems quite appropriate: “. . . one of the most important 
aspects of the research problem is to get at it.” 


Stcmunp Diamonp, Cambridge, Massachusetts 


People of Plenty: Economic Abundance and the American Character. By David 
M. Potter. Chicago: University of Chicago Press, 1954. Pp. xxvii, 219. $3.50. 


Few historians have ever displayed as much versatility or as much adven- 
turous spirit as David M. Potter does in this book. He boldly proclaims that 
when it comes to defining national character, cultural anthropologists, social psy- 
chologists, and psychoanalysts have more to offer than historians. With equal 
boldness he warns the behavioral scientists that they must follow historical 
explanations if they would understand the forces that shape personal as well as 
national character. By way of documenting this point he devotes his concluding 
chapter to tracing the effects of abundance on the personality of an American 
child. 

The first third of the book deals with the conceptual problem of national char- 
acter as viewed by historians and behavioral scientists. Historians, Mr. Potter 
contends, have used the idea without investing it with any consistent, defensible 
meaning, and they have ascribed the causes of national character to forces as 
remote as the will of God, the impact of the environment, and the influence of 
biological inheritance. Though historical conceptions have been discredited, the 
idea still has validity; researchers such as Margaret Mead, David Riesman, and 
Karen Horney have finally put it on a scientific footing. Using the technique 
of “culture-and-personality analysis” they have established that the distinctive 
element in the American character is the competitive spirit. But since they have 
no adequate explanation for the development of this spirit, Mr. Potter comes 
to the rescue with the historical explanation that ours has been an economy of 
abundance. 

In the last two thirds of the book, as he proceeds with an historical treatment 
of the consequences of abundance, Mr. Potter abandons the metaphysics and 
jargon of the behavioral sciences, but not their insights. For example, in deal- 
ing with the foundations of plenty he shows that the “secondary environment” 
of technology and economic organization have more to do with the standard 
of living than does the mere presence of natural resources. Using this insight, he 
belabors Turner and his followers for equating abundance with land. On other 
points he contends that an economy of plenty made democracy possible in 
America; that we have foolishly tried to export the superstructure of democracy 
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without having first exported its physical basis; and that the characteristic insti- 
tution of abundance is advertising, “an instrument comparable to the school 
and church in the extent of its influence upon society.” 

Historians who are long on fact and short on theory are likely to disapprove 
of this book, as are those who believe that behavioral scientists are operating 
indecent sideshows on history’s carnival grounds. Doctrinaire behavioral scien- 
tists, in turn, will think that Potter’s conversion is incomplete, that he is still 
too much the historian. The book will probably be welcomed by moderates who 
favor interdisciplinary communication, not conversion or surrender. 

Even the sympathetic may have reservations. I believe that Mr. Potter has 
been a little overawed by the methods and accomplishments of behavioral scien- 
tists. He criticizes historians who are so anxious for results that they fail to 
consider problems of method, but says nothing about behavioral scientists who 
construct an elaborate method and then proceed to document the obvious. Not 
everyone will accept the dogma that the achievements of historians are largely 
the result of “common sense and individual sagacity” while those of the be- 
havioral scientist flow naturally from a superior method. What of the element 
of sagacity in Riesman, Horney, and Mead? Are their triumphs simply triumphs 
of method? Are the methods of behavioral science so well established that we 
can afford to accept their findings at face value? Mr. Potter rejects Samuel 
Buxton’s historical characterization of the Germans as industrious and the 
English as liberty-loving, but he raises no questions when Edward Sapir tags 
Hindu culture as psychologically introverted and American culture as extro- 
verted. The difference, presumably, is that Buxton was sagacious and Sapir 
scientific. 

Mr. Potter’s book is so much a product of his own sagacity and ingenuity that 
few others will be able to follow where he has led. He has not charted a new 
methodological future for either historians or behavioral scientists, but he has 
proved the value of communication and co-operation among them. 


Irvin G. Wy ute, University of Missouri 


A Theory of Economic-Demographic Development. By Harvey Leibenstein. 
Princeton: Princeton University Press, 1954. Pp. xi, 204. $4.00. 

Economic Development and Population Growth in Rhode Island. By Kurt B. 
Mayer. (Brown University Papers, XXVIII.) Providence: Brown University, 
1953- Pp. 70. 

These two books represent diametrically opposite approaches to the problems 
involved in the interrelationships of population and economic development. Mr. 
Leibenstein attempts to found a theory of demographic-economic development 
by constructing mathematical models and observing the changes that occur 
when different assumptions are made concerning population and economic fac- 
tors. Mr. Mayer’s approach, on the other hand, is completely empirical. His aim 
is not the construction of theory but the more pedestrian ordering of data into 
consistent series for descriptive and analytical use. 

After setting forth the conditions of the Malthusian equilibrium, Mr. Leiben- 
stein constructs two models. In the first the rate of population growth is assumed 
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to be a monotonic increasing function of average income up to a certain point, 
after which the rate remains at the same level. The second model is similar, 
except that the rate of population growth declines after a critical point is reached. 
Changes in the models were studied when there were various displacements of 
income. Mr. Leibenstein concluded that the systems would return to equilibrium 
unless the displacement was of a minimum magnitude; displacements of lesser 
magnitude might even make a bad situation worse, for, following the inevitable 
return to equilibrium, greater displacements than formerly would be necessary 
to establish better conditions in the long run. However, before we abandon our 
programs of assistance to underdeveloped countries, which most certainly are 
inadequate from Mr. Leibenstein’s point of view, we should recall the neatly 
reasoned arguments of Malthus’ day that charity to the poor made their situa- 
tion worse rather than better in the long run. Mr. Leibenstein concludes that 
attempts to test his theory at the present time are useless because the basic data 
are not available and the requisite measurements not developed. 

Mr. Mayer’s little booklet is in reality a progress report of a much larger study 
of economic change and population growth in Rhode Island. As such, it is by 
necessity somewhat superficial. It is descriptive rather than analytical and is 
confined, for the most part, to the growth of total population and manufacturing 
industries. It is largely a culling from secondary sources and contains little that 
is original. Nevertheless, it represents a start toward one of a much-needed 
series of state economic histories in which that major economic variable, popula- 
tion, would not be neglected. It may well be a preview of a pioneer study of 
major importance. 


Everett Leer, University of Pennsylvania 


HISTORY OF ECONOMIC THOUGHT 


Lecture Notes on Types of Economic Theory. 2 volumes. By Wesley C. Mitchell. 
New York: Augustus M. Kelley, 1949. Pp. ii, 261, 300. Mimeographed. 

Wesley Clair Mitchell: The Economic Scientist. Edited by Arthur F. Burns. New 
York: National Bureau of Economic Research, 1952. Pp. viii, 379. $4.00. 

Ten Great Economists: From Marx to Keynes. By Joseph A. Schumpeter. New 
York: Oxford University Press, 1951. Pp. xiv, 305. $4.75. 


The three works under review fall into the category of the history of economic 
thought. The first is a mimeographed transcript of Mitchell’s lectures as they 
were taken down stenographically by a student at Columbia University in 1934-35. 
Wesley Mitchell, of course, was not responsible for the accuracy of the transcript. 
In the years that followed their taking down, these notes apparently enjoyed a 
fairly wide readership. 

The first of Mitchell’s insightful volumes deals with the development of 
political economy in England between the period of Smith and that of Mill; 
the second treats of the development of English political economy in the second 
half of the nineteenth century and with the work of Fetter, Davenport, Wieser, 
Schmoller, Cassel, Veblen, Hobson, and Commons. Of especial interest is the 
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author’s attempt to take into account the forces that at different times gave shape 
to economic theory as it was formulated by various of the economists whose works 
he discussed. It is to be hoped that these lectures will be published. 

The volume edited by Arthur F. Burns includes, besides an index and a 
bibliography of writings by and about Wesley Clair Mitchell, informative ac- 
counts of Mitchell’s life and work by those who knew him best, early appraisals 
of Mitchell’s work (by P. T. Homan, J. M. Clark, and A. B. Wolfe), and careful 
recent appraisals by Milton Friedman, E. B. Wilson, T. W. Hutchison, A. H. 
Hansen, and J. A. Schumpeter. Of greatest interest perhaps is Friedman’s 
illuminating account of Mitchell’s work as a theorist; useful also is Schumpeter’s 
appraisal of Mitchell as a “general economist.” Mitchell’s lectures on the history 
of economic thought are favorably reviewed by Hutchison who implies that 
(as Mitchell’s Lectures suggest), with the development of economics as a science, 
the capacity of historical and institutional change to affect the shape of eco- 
nomics tends to diminish. Hansen calls attention to the importance Mitchell 
attached to knowledge and planned research and to his skepticism of doctrinaire 
views. E. B. Wilson portrays Mitchell as a great economic naturalist. 

The work by Schumpeter includes essays by one of this century’s greatest 
economists on ten great economists (Marx, Walras, Menger, Marshall, Pareto, 
Bohm-Bawerk, Taussig, Fisher, Mitchell, and Keynes) of his day and obituary 
notes on G. F. Knapp, Von Wieser, and Von Bortkiewicz. These penetrating 
essays were written between 1910 and 1950, three in German and the others in 
English. In an interesting foreword Mrs. Elizabeth Boody Schumpeter tells of 
Schumpeter’s personal acquaintance with the economists of whom he writes. 
The work and position in the history of economic thought of some of these 
economists have been treated more fully in Schumpeter’s History of Economic 
Analysis, which appeared in 1954. 

It is not possible in a paragraph or two to do justice to Schumpeter’s penetrat- 
ing evaluations. Marx is described as a genius, a prophet, and the first top- 
ranking economist to integrate economic theory and historical analysis. Walras 
is described as the greatest of economic theorists and Fisher as America’s “great- 
est scientific economist.” The fruitfulness of Pareto’s work is suggested. Menger’s 
revolutionizing of economic theory with a “new explanatory principle” suffices, 
it is said, to immortalize his name, much as B6hm-Bawerk’s systematization of 
his theory of the socioeconomic process suffices to perpetuate his own. Marshall 
is described as both a theorist and an economic historian of first rank. Mitchell’s 
contributions, institutional, statistical, and otherwise are appreciated. Taussig is 
represented as going behind Mill to Ricardo as had both Marx and Marshall. 
The reasons for the success of Keynes’s General Theory are indicated. With 
two or three exceptions, these essays will appeal most to economists already some- 
what familiar with the writings of their subjects. 

JosepH J. SpENcLER, Duke University 
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GENERAL ECONOMIC HISTORY 


Economic Dialogues in Ancient China. Selections from The Kuan-tzu, a book 
written probably three centuries before Christ. Translators: T’an Po-fu and 
Wen Kung-wen (Adam K. W. Wen). The enterprise directed, the book edited 
and published by Lewis Maverick, 1954. (Orders to be sent to Far Eastern 
Publications, 26 Hall of Graduate Studies, Yale University, New Haven, Conn.) 


Pp. x, 470. 


In the last twenty years, a number of important treatises on economic problems 
by early Chinese scholars have been translated into various Western languages, 
so that the historically-interested economist can inform himself on some of the 
main lines of thought in China in this field, especially if he is guided by a 
general survey of the field and a reliable history of Chinese philosophy. One of 
the earliest writers on the subject, however, has not been available in a modern 
English translation. The reason why the book Kuan-tzu has been so neglected, 
in spite of its high interest, is the poor condition of the text and the low repute 
the book has in China. The book is attributed to Kuan Chung, a statesman 
of the seventh century B.c.; the general consensus is that most of it was written 
at that time. While at least parts of the present text seem to have existed around 
300 B.c., other parts may be even later. An attempt toward a critical analysis 
of the text was begun by the late G. Haloun and by his pupil H. van der Loon. 

The Kuan-tzu is marked by its diversity. Some essays are of a general philo- 
sophical character, others of a more naturalistic type, some even close to Taoist 
thought. Besides, there are essays that deal with economic problems such as pro- 
duction, consumption, theory of money, problems of taxation, direction of com- 
merce, etc. Still other essays give examples of how neighboring states could be 
defeated not so much by purely political maneuvers, as other Chinese philosophers 
of the time tried to show, but by economic measures such as buying textiles in 
the neighboring state at prices so high that farmers would change from grain 
farming to textile production. If then the plotting state would suddenly stop the 
import of these textiles, the other state which had started to buy grain to supple- 
ment its sagging grain production, would be faced with a shortage of funds, 
and consequently a famine, and would be an easy victim of conquest. It has often 
been observed that a political theory utilizing such politico-economic means was 
typical of China and of India in the fourth and third centuries B.c. It was very 
desirable that, after the translation of books with a similar spirit, such as The 
Book of Lord Shang and Han Fei Tzu, Kuan-tzu should be translated even 
before a scholarly reconstruction of the text was finished. 

The present book, the work of a team of translators, is clearly divided into 
two parts. The first is a translation of parts of the text of Kuan-tzu, “intended 
for the general Western student of economics” (p. 215 and p. v). This means 
that no textual criticism has been attempted or, if existing, utilized. No philo- 
logical apparatus has been added, no Chinese characters are given, and no critical 
biography of the supposed author is offered. With such features, a readable and 
at the same time reliable translation could be produced; we possess translations 
of this type which have become classic and are widely used even outside the 
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field, such as J. J. L. Duyvendak’s Book of Lord Shang (1928) or E. M. Gale’s 
Huan Kuan’s Discourses on Salt and Iron (1931) and others. Unfortunately, this 
does not seem to be the case with the present book. I do not refer to actual mis- 
translations; they occur in every translation and are not particularly numerous 
in this book; but (a) the terminology varies, so that the same term is translated 
in different ways, while different terms are represented by the same English word. 
This often destroys the parallelism of the original text. (b) Interpretations of 
the translators are introduced into the English version without indication. (c) 
The text is “modernized” by the shortening of repetitions. (d) The text is re- 
organized and rearranged without indication. (e¢) Omissions and condensations 
are not so designated. (f) Specific variants are selected without admitting that 
other readings exist; this sometimes changes the meaning considerably. (g) Con- 
cepts are introduced into the translation that possibly did not exist at the time 
of the text. (h) No explanations are given when necessary for an understanding 
of the text, for example whether a name refers to a person, a tribe, or a place. 
The “Introduction,” with its almost telegraphic style, does not clarify or explain 
these points; changing from topic to topic, from period to period, and from area 
to area, it rather confuses the reader, and by mentioning highly controversial ques- 
tions without explaining the nature of the situation, it easily misleads the reader. 

A second part of the book, devoted to an impartial analysis of the text accord- 
ing to the achievements of Chinese, Japanese, and Western sinology, could have 
remedied all the weaknesses mentioned above. Instead of this, the second part 
is a translation of two articles written by Chinese authors, eighteen and twenty 
years ago. The first article of Huang Han, “Economic Thought in the Kuan-tzu,” 
intends to “give the Western reader an appreciation of past and present attitudes 
of Chinese scholars toward that ancient work” (p. 215). The editor has unfortu- 
nately not mentioned that Huang’s article presents a highly one-sided interpreta- 
tion of Kuan-tzu. Such an article does not illuminate the Western reader about 
Kuan-tzu; its merit is that it gives some insight into the influence of Marxian 
theory upon the work of some Chinese scholars. It can also serve as an illustra- 
tion of that school of modern Chinese thought that maintains that ancient China 
had already known all the scientific theories which the West developed so much 
later. A detailed criticism of this article seems, therefore, unnecessary. The reader 
should, however, be warned that (a) quotations from Kuan-tzu here are not 
checked against the translations in the first part of the book, and, therefore, are 
often different, (b) quotations from Western writers in the original Chinese are 
not checked against the original English and, therefore, differ considerably from 
the original, (c) quotations from other Chinese texts have such inaccurate refer- 
ences that the quotations are difficult to locate and cannot be checked by the 
reader against available translations of those texts. This is especially annoying 
in the second article of the second part, “Physiocratic Doctrine in Ancient China,” 
by Fan Ping-tung, which is a collection of short quotations from many Chinese 
writers of different periods and different attitudes, showing no more than that 
many Chinese philosophers regarded agriculture as very important. 

In summary: all these critical remarks indicate that the book is written in the 
manner in which some Chinese writers may still write, but not according to 
the standards which have been adopted by modern Western, Japanese, and the 
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best Chinese scholars. The result is a book that should be used by economists 
only with the greatest reservations, if at all. 
W. Exernarp, University of Cali;ornia, Berkeley 


Vijf 4 jaar praktijk in dienst van het economisch- en sociaal-historisch hoger onder- 
wijs: met illustratieve beschouwingen over stedelijke rentebrieven en een 


keukenboek van 1596. By J. H. Kernkamp. The Hague: Martinus Nijhoff, 
1954. Pp. 33. Guilders 1.75. 


J. H. Kernkamp, one of the most prominent of Dutch economic historians, 
delivered this charming speech on the occasion of his assuming the professorship 
of economic and social history at the University of Utrecht, October 4, 1954. It 
is based upon some of his experiences as a librarian at Utrecht and The Hague, 
and as a professor of economic history at Rotterdam. The delights of research and 
discovery are emphasized in such various deeds of scholarship as Folke Dahl’s 
investigation of the earliest Dutch courants, Kernkamp’s own studies in life 
annuities, and his seminar’s systematic analysis of a kitchen account book kept 
in the home of a merchant at Leiden in the year 1596. The American scholar 
will appreciate perhaps even more the implied compliment which Mr. Kernkamp 
gives him when he says, “De ‘history of business’ wint ook in Nederland gestadig 
terrein.” (“The ‘history of business’ is constantly gaining ground in the Nether- 
lands too” (p. 5). 

Hersert H. Rowen, State University of lowa 


Economic History of Great Britain. By W. Stanford Reid. New York: The Ronald 
Press Company, 1954. Pp. x, 557. $6.00. 


A striking feature of this book is the breadth of its setting. For it stresses the 
interaction of all phases of man’s experience, and, taking as its main theme the 
history of British activity in the British Isles together with the ideas behind it, 
it relates the theme not only to the political and social aspects of British history 
but also to the intellectual and religious history of the times. Thus the reader meets 
Thomas Aquinas, Machiavelli, Luther and Calvin, Leibnitz and Hegel, the 
Evangelicals and Darwin as well as Adam Smith, the classical economists, and 
Keynes. 

Such a wide range, coupled with the long period covered, from primitive man 
to date, calls for rigorously close analysis, most carefully planned organization, 
proportion, and succinctness of style. These are achieved successfully. In a few 
cogent sentences or paragraphs, the climate of an age is presented as background 
for a picture of the economic life of the time, together with its impact on political 
and social life. The major periods chosen are long, but each is treated with a 
happy combination of an introductory over-all survey of general trends and then 
more detailed study of special fields such as agriculture, manufactures, commerce, 
communication, and finance, in which chronological sequence is evident in more 
detail. 

The story is told with historical imagination, in a style concrete and clear. The 
individual peasant, craftsman, trader, or banker appears in terms of his own day, 
with his day-to-day experiences and problems as he saw them. There is no attempt 
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to force him into a rigorous theoretical framework, for the variety within an 
age and the overlapping of the old and the new at any time are recognized. 
Uncluttered, the study includes considerable detail but always in subordination 
to the main theme. The style is simple and forceful, in good English with a 
minimal use of technical words. When their use is unavoidable, they are clearly 
explained. Thus the book could be read with pleasure by an intelligent person 
without special training in economics or experience in business. It should prove 
valuable for supplementary reading in courses in general British history. 

As is inevitable in a textbook, compression makes necessary sweeping generaliza- 
tions without the qualifying clauses that would appear in a monograph. The 
author is skillful in presenting the gist of the matter in abbreviated form without 
appearing dogmatic. On controversial issues, he gives basic arguments on both 
sides, although he is ready to point out weakness in theory or failure of practice 
to bear out theory. The book challenges discussion. Select chapter bibliographies 
suggest supplementary reading. 

Although the long course of British history is included, the space devoted to 
each period increases progressively as the modern world approaches. Mr. Reid 
courageously considers even recent problems and policies, with scrupulous regard 
to fairness, although with small space at his command and no chance of his- 
torical perspective he can hardly avoid the dangers of oversimplification. His 
presentation of Britain’s recent place in world affairs so largely vis-a-vis the 
United States departs from the broader perspective of his treatment of earlier 
periods, although it will be useful for the American student to view the policy 
of his government through the eyes of an objectively minded Canadian. 

The format of the book is attractive, but a few typographical errors, minor 
except where some four proper names are misspelt (three of which are not 
elsewhere), should be corrected in another edition. 


Jupira Brow Witutams, Wellesley College 
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THE HARVARD GUIDE 


A single-volume bibliographical guide to so large a field as American history 
cannot be all things to all scholars. The Harvard Guide designed to bring the 
Channing, Hart, and Turner volume, last revised in 1912, down to 1950, preserves 
much of the arrangement of its famous predecessor. The emphasis, seen more 
in arrangement than in inclusion or exclusion of titles, is political, diplomatic, 
and chronological. Once the general historian has mastered the somewhat intri- 
cate and variable system of subdivision, the Guide should provide him with an 
initial answer to most of his bibliographical problems. 

The first two chapters, for which Messrs. Handlin and Schlesinger, Sr., are 
said to have had major responsibility, present a good, although extremely brief, 
summary of the status and problems of American historiography. The section 
on history as a literary art should also be read by writers in the social sciences. 
Chapters three, four, and five are a useful survey of the materials, sources, and 
aids to research in American history. The chapter on sources includes bibliog- 
raphies of travel and description, biography, historical novels, short stories, poems, 
songs, and plays. 

But in spite of its many excellent features the Guide will be somewhat frustrat- 
ing to economic historians. Economic monographs are scattered through scores 
of chronological subdivisions and are usually included with numerous other 
items under the heading “Special.” Sometimes economic history items that cover 
more than one period are repeated from one chronological subdivision to the 
next, but often they are not. If the historian knows the author he is looking 
for he may use the hundred and forty-three-page index, but if he is merely 
browsing for information he must be sure to start at the earliest period in 
which a listing could occur—not an easy choice, if he does not know what 
book he is after. 

The advantage of short-term chronological arrangement is not clear. It preserves 
the atmosphere of Channing, Hart, and Turner, but seems to have little prac- 
tical advantage over a long-term subject listing. Economic historians along 
with all others will profit from the first five chapters, and from the listings of 
source materials and articles in the Guide, but for secondary works they may 
prefer the bibliographies in up-to-date texts. 


1 Harvard Guide to American History. By Oscar Handlin, Arthur Meier Schlesinger, Samuel 
Eliot Morison, Frederick Merk, Arthur Meier Schlesinger, Jr., and Herman Paul Buck. Cam- 
bridge, Massachusetts: The Belsnap Press of Harvard University Press, 1954. Pp. xxiv, 689. 
$10.00. 
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ECONOMIC ABSTRACTS 


Economic Abstracts was born as a project in student co-operation. One day in 
1952 I asked my graduate students if they would be interested in writing abstracts 
from articles in professional journals. I pointed out the dual value of such an 
enterprise both for self-education and as the modest beginning of a service to 
the profession. The response was positive. Soon two issues of EA were published 
with abstracts of articles in the American Economic Review, the Quarterly Journal 
of Economics, and the Journal of Political Economy. In the meantime, the original 
enthusiasm among faculty members and graduate students has spread to other 
universities. At the end of the second volume (last issue—June 1954), 900 abstracts 
from 30 journals had been published; they were written by 466 contributors, 
under supervision of faculty members. 

Recently, additional commitments for co-operation have been obtained from 
British, French, German, Swiss, Belgian, and Indian universities. This will con- 
siderably increase the number of the regularly abstracted journals. 

Economic Abstracts is published by the Graduate School of Arts and Science 
of New York University. The Alfred P. Sloan Foundation has extended a grant 
to the University in furtherance of this project. EA is published six times a year. 
Subscription, payable in advance, is by volume only. The general subscription 
price is $6.00 per volume. The price of a single issue is $1.25. A special subscrip- 
tion rate of $3.00 is offered to students in economics or business. Those desiring 
to take advantage of this reduced rate should include with their remittance a 
statement from an officer of their university that they are regularly enrolled stu- 
dents in economics or business who have not yet received the Doctor’s degree. All 
remittances payable to: New York University, “Economic Abstracts.” 

Orro H. Enrtuicu, Editor of Economic Abstracts, New York University 





EDITORS’ NOTES 


Economia e Storia. Rivista Italiana di Storia Economica e Sociale. The editors 
take pleasure in welcoming the appearance of this new economic history review, 
the first number of which is dated June-September, 1954. The editor of 
Economia e Storia, Amintore Fanfani, Professor of Economic History at the 
Catholic University of Milan and currently Secretary of the Christian Democratic 
Party, informs his readers that he hopes to continue the great tradition established 
by President Luigi Einaudi with the Rivista di Storia Economica. Among the 
early contributors are many of the established economic historians of the Con- 
tinent. Foreign subscriptions to Economia e Storia are 3000 lire per year, and 
should be addressed to Economia e Storia, Fratelli Bocca Editori, Via Visconti di 
Modrone 27, Milan. The review wil! be published quarterly and is to have 
about 110 pages each issue. 


Early English Tracts on Commerce. Edited by J. R. McCulloch. New York: 
Cambridge University Press, 1954. Pp. xv, 663. $6.50. In 1856 McCulloch printed 
these essays for his Political Economy Club. Only 100 copies were published at 
that time. We are most fortunate to have a reprint of this useful volume, which 
includes such famous tracts as “Discourse of Trade from England unto the East 
Indies” and “England’s Treasure by Forraign Trade,” by Mun; “The Treasure 
of Traffike,” by Roberts; “England’s Interest and Improvement,” by Fortrey; 
“Britannia Languens,” by Petty; “Discourses on Trade,” by North; “Considera- 
tions on the East India Trade,” by Martin; and the (truly) anonymous “England’s 
Great Happiness, or a Dialogue between Content and Complaint.” 


Medieval Institutions: Selected Essays. By Carl Stephenson. Edited by Bryce 
D. Lyon. Ithaca: Cornell University Press, 1954. Pp. xiv, 289. $5.00. Of these 
ten reprinted articles, those particularly significant for students of economic 
history are: “The Aids of the French Towns in the Twelfth and Thirteenth Cen- 
turies”; “The Origin and Nature of the Taille”; “Taxation and Representation 
in the Middle Ages”; “The Firma Noctis and the Customs of the Hundred”; and 
“Notes on the Composition and Interpretation of the Domesday Book.” Appended 
is a chronological list of Stephenson’s writings. 


The System or Theory of the Trade of the World. By Isaac Gervaise. Baltimore: 
The Johns Hopkins Press, 1954. Pp. xiv, 24. Jacob Viner discovered this tract 
in 1935. It was written in 1720, and contains some highly enlightened anti- 
mercantilist arguments. In this reprint Mr. Viner contributes a Foreword, and 
there is also an Introduction by J. M. Letiche. 


Select List of Documents in the Records of the National Recovery Administra- 
tion. (Record Group 9) Compiled by Homer C. Calkin and Meyer H. Fishbein. 
Washington: The National Archives, 1954. Pp. 190. 
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K. L. Beckman, 1953. Pp. 420. 

Bachmann, Hans, and Franz Litolf. Die britische Sterling- und Devisenkontrolle: Entwicklung 
und Technik. Zirich: Polygraphischer Verlag, 1954. Pp. 128. Sw. fr. 15.30. 

Beckerath, Herbert von. Grossindustrie und Gesellschaftsordnung; industrielle und politische 
Dynamik. Tubingen: J. C. B. Mohr, 1954. Pp. 278. DM.19.60. 

Bhattacharya, Sukumar. The East India Company and the Economy of Bengal from 1704 to 
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BROADLOOMS AND BUSINESSMEN 


A HISTORY OF THE BIGELOW-SANFORD CARPET COMPANY 


By JOHN S. EWING and NANCY P. NORTON. A comprehensive 
history of the oldest carpet-making company in America from the point of 
view of top management and of product diversification. More than a 
history of a single firm, this is a survey of the origins and growth of an 
important American industry over a period of one hundred and twenty-five 
years. A new Harvard Study in Business History. Illustrated June $9.00 


CONSTRUCTIVE LIBERALISM 


THE ROLE OF THE STATE IN ECONOMIC DEVELOPMENT IN GEORGIA TO 1860 


By MILTON SYDNEY HEATH. A study of early intervention by the state 
and local government of Georgia into its economic affairs, with particular 
emphasis on land policy, human resources, commerce and industry, money 
and banking, railroads, taxes, and public debts. By showing the legislative, 
administrative, and judicial actions of the state government, this book 
contributes greatly to an understanding of the growth of American eco- 
nomic enterprise. A Study in Economic History. $7.50 


THE WELLAND CANAL COMPANY 


A STUDY IN CANADIAN ENTERPRISE 


By HUGH G. J. AITKEN. Among the transportation improvements of 
the nineteenth century in North America, the Welland Canal occupies a 
position of unique importance. In this book Mr. Aitken relates the history 
of the private corporation which constructed this vital canal, and analyzes 
its operations and problems in detail. A Study in Entrepreneurial History. 

$3.50 


ECONOMIC POLICY 
IN THE DEVELOPMENT 
OF A WESTERN STATE 


MISSOURI, 1820-1860 


By JAMES NEAL PRIMM. A documented examination of the state gov- 
ernment’s role in the economic affairs of a frontier state. Mr. Primm shows 
that Missouri’s strict regulations and strong protective measures were due 
in part to her smaller financial resources, and in part to her strong feelings 
of sectionalism and fear of Eastern financial domination. A Study in 


Economic History. ; $3.75 
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